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editorial

The Indian Banking industry has recently witnessed significant changes, with the
introduction of Insolvency & Bankruptcy Code, 2016, GST and demonetization.

Over a decade, the banking sector has faced a significant rise in stressed assets,
especially in public sector banks (PSBs). According to the Economic Survey 2017,
stressed assets (bad loans and restructured loans) constitute around 20% of the total
loans in the system. This is a matter of concern for the banks, Reserve Bank of India
and the Central Government.

Dr.J. N. Misra The introduction of Insolvency & Bankruptcy Code, 2016, is a major milestone which
Chief Executive Officer, is expec.:ted to be instrume.ntal in reducir.19 th.e NPA I.ev<.al.s of banks. The !nsglyency
Code will apply to companies, partnerships, limited liability partnerships, individuals

IBE Mumbai and any other body specified by the central government.

The introduction of Goods and Services Tax (‘GST’) changed the entire indirect
taxation regime, impacting taxation structure, business processes and technology.

On 8" November 2016, Government of India announced demonetization of high
value currency notes of 500 and %1000, which ceased to qualify as valid tender from
9" November 2016 onwards. The objective behind this move was considered to be
for elimination of fake notes, reduce corruption and stop terror funding.

The Bank officials across the nation put in their best efforts for ensuring a smooth
transition, working for long hours, even on holidays and their efforts are indeed
commendable. Amidst demonetization, there was a strong growth in payment by
digital modes, using wallets, cards or net banking. The process of demonetisation
has however not been without challenges. With restrictions on cash withdrawals
and waiting in queues for depositing or exchanging notes, people did face initial
hardships, but in general, the people of the country welcomed the move for a larger
good.

These were the major policy decisions taken by the Government. Thus, the theme of
this issue is “Issues/Challenges of Indian Banking”.

The first article is the key note address by Dr. Y.V. Reddy, Former Governor, Reserve
Bank of India, in the Bankers’ Meet organised by IIBF at Hyderabad on 8" May 2017.
The topic of the address was “Financial Sector Reforms: A Review and Tasks Ahead”.
Dr. Reddy, in his address, has shared a bit of the past of the financial sector reforms
in which he was involved and also expressed his views about the tasks now and
going forward.

The R. K. Talwar Memorial Lecture organised jointly by State Bank of India and
the Indian Institute of Banking and Finance, in the memory of Late R.K. Talwar is
one of the prestigious events conducted by the Institute on an annual basis. The
8" R. K. Talwar Memorial Lecture was organised on 7" September 2017 at Hotel
Trident, Mumbai. The Lecture was delivered by Dr. Viral V Acharya, Deputy Governor,
Reserve Bank of India on the topic “The Unfinished Agenda: Restoring Public Sector
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Bank Health in India”. According to Dr. Acharya, there are several options on the table
and they would have to work together to address various constraints in the banking
sector. While concluding his speech, Dr. Acharya mentioned that he is worried for the
small-scale industries that Mr. Talwar cared the most, which are reliant on relationship-
based bank credit. The “Indradhanush” was a good plan, but to end the Indian story
differently, we need soon a much more powerful plan - “Sudarshan Chakra” — aimed
at swiftly, within months if not weeks, for restoring public sector bank health, in current
ownership structure or otherwise. The content of the lecture forms the second article
of the issue.

The third article is contributed by Mr. A.P. Hota, Former MD & CEO, NPCI on “Why UPI
is a game changer in Payments system?”. The author in the article has shared that UPI
is a quantum leap over the Immediate Payment System in terms of functionality and
covers 52 member banks with active customer bases of about 7 million with a monthly
volume of about 12 million payment transactions. Almost all major aggregators of
on-line payments have enrolled for UPI. A new paradigm of payments is being created
and it can be well argued that UPI has been a game changer.

The next article on the theme is “De-to Re-monetization. Banks’ journey hitherto ...
and henceforth” by Dr. M. R. Das, Former AGM (Economist), SBI. In this article, the
author has shared his insights by saying that financial intermediation is still eclipsed,
but a new dawn has surfaced for Digital Payment Systems (DPS) after demonetization.
Banks are still adjusting to the transition, contrary to many who endeavour to draw
hasty inferences based on just ten-month experience of such a gargantuan policy
intervention. While revival of loans to the productive sectors is of prime importance
from long-term growth prospects, advancing DPS is crucial for conserving the fruits
of growth.

In the current issue, we also carry two Hindi articles. The first article is on ﬁﬂ?ﬁaﬂ'ﬂT
WA 3TefeTareen QT:[ dal w@ YRl UUTA” written by Mr. Vijay Prakash Shrivastav

and the second article is on “fagieatur & MY fefteet dferm wa farira T
written by Dr. Saket Sahay.

At the end of this issue, we have a book review, by Mr. V. N. Kulkarni, former DGM
and Principal, MDI, Bank of India, on the book “BANKING BEYOND BOOKS-Stories
of a Successful Banker” written by Mr. Waman Gokhale, former DGM, Central Bank
of India.

We are confident that the articles included in this edition will stimulate your interest.
Your valuable suggestions and feedback for improving the contents are welcome.

Dr. J.N. Misra
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= Dr. Y.V. Reddy*

Dear Dr. Misra, Distinguished Guests and Friends,

I must express my gratitude to the organizers, in
particular to Dr. Misra for dragging me out of my
home. | had met Dr Misra almost two decades ago in
London and so, | could not say no. | started reading
more than ever about the Institute and its literature
and started learning because | was asked to come
here.

I understand IIBF was established in 1928, before
the Reserve Bank of India and, of course but, after
State Bank of India. It has completed 89 years and so
obviously, it has learnt how to adjust to circumstances
and reinvent itself based on emerging requirements.
In a way, the Institute is practising what it is teaching;
that is to keep learning. So | must compliment you
and your Institute and | am sure that you will excel.
Since this event is commemorating the 90th year of
IIBF, | thought it is appropriate to consider the past.
Most of my life has been in the past and naturally
more than in the future. | will share with you a bit of
the past of the financial sector reforms in which | was
involved. We will then exchange our views about what
are the tasks now and what are the tasks ahead. If
there are some tasks ahead, you will be in a better
position to say.

First, 1 will just mention what happened from
the Narasimham Committee and what were its
recommendations, then | will go on to say what |
did when | was to handover the charge as Deputy
Governor. | wanted to say, what should be done and
officially, in all my speeches, | had to say only what |

Financial Sector Reforms: A Review and

Tasks Ahead

could say but what | wanted to say, | could only say
when | was leaving the Deputy Governor’s job. So at
that time, | called it the technical vision. | said this is
what in 2001 | believe should be done. After that, |
came back as Governor and | had to do certain things.
What | did, | will share with you. Finally, as in the 14th
Finance Commission, there were recommendations
regarding the banking sector, | will refer to that and
then we will discuss the task of having known what
should be done, and what could be done.

In the budget speech of July 1991, Dr. Manmohan
Singh had said that the objective of reforming the
financial sector would be to preserve its basic role as
an essential adjunct to economic growth. According
to him, our growth performance has not been that
bad, it has in fact been accelerating and competitive
efficiency would further improve the health of the
institutions.

What about the Narasimham Committee?

The Committee was appointed under the
Chairmanship of Mr. Narasimham. It gave its
recommendations in April 1991 to the Congress
Government and it provided the basic framework for
the reforms and as a supplement, Narasimham 2 was
appointed by Mr. P. Chidambaram, the then Finance
Minister, United Front. By the time the report was
submitted, Mr. Yashwant Sinha became the Finance
Minister. All of them accepted the recommendations
of Narasimham 1 and 2. Hence, it could be said that
the recommendations of the Narasimham Committee
had the support of the different political parties.

*Former Governor, Reserve Bank of India

Dr. Y. V. Reddy delivered the keynote address at the Bankers’ Meet organised on 8" May, 2017 at Hyderabad
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Interestingly, what was agreed to in principle by all
was not necessarily translated into action even after
25 years.

Now, let me come to individual recommendations.
The most important recommendation in my view
as a student of economics, was the externally
imposed constraints viz. statutory pre-emptions. The
Narasimham Committee had recommended that the
SLR & CRR which was 38.5% and 15% respectively
be reduced to 25% and 5% respectively. In October
1997, the SLR was brought down to 25% and in
2002, CRR was brought down to 5%. Subsequently,
when | was the Governor, we brought an amendment
to the law, to reduce it to below 25% and CRR to
below 3%, but not much has happened after that. In
those days, there was credit allocation and interest
rates were prescribed which we removed. Almost all
administered interest rates of RBI were dismantled
except insofar as some government schemes
were concerned where administered interest rates
continued.

The Committee had also recommended structural re-
organisation of banks, Public Sector Banks to have
more autonomy, merger of banks, capital account
convertibility, dilution of government holdings in
Public Sector Banks, introduction of capital adequacy
norms etc.

Most of the recommendations of the Narasimham
Committee which were within the jurisdiction and
compliance of RBI have been delivered. Some of
the structural aspects of the reforms covering the
Public Sector Banks which had to be done by the
government remain to be implemented.

In 2002, which was my year of retirement, | had felt
that some radical changes were required. | called this
as a Technical Vision. | would now like to share with
you some aspects of the said vision.

1) All public sector banks should be converted
into companies to offer flexibility for changes in
ownership. Acquisitions, mergers then become
easy.

6 July - September 2017

2) To professionalize the ownership functions and
ensure professionalized ownership, | had felt that
there should be a holding company. The mandate
for holding company could have been three fold:-

i)  Fiscal Neutrality- there is no reason why tax
payers should pay money to the banks.

i)  Protecting the interest of those banks which
are serving public purpose by infusing
resources only when there is special public
purpose.

i) Enhancing bank-wise genuine board
management and worker motivation to cope
with paradigm shifts occurring in banking
industry.

The critical element for success was the
manning of the holding company

3) Ensure genuine corporate governance

The Co-operatives: Looking at the banking
system, you cannot exclude the Co-operatives
and the RRBs.

Finally, | had said that a national consensus must be
attempted amongst all the stake holders to seek a
banking system that is flexible, dynamic, fair and truly
national.

If you recall the budget speech of 2002-2003, virtually
there was only one reform on the agenda, which was
to allow foreign banks to come and acquire Indian
banks. It was something to which both leading
national parties had committed. So at that point of
time, when | joined, we discussed the matter and
my point was that you should give an opportunity for
the Indian banking industry covering the following
aspects:

1) You cannot say that you are an Indian bank so
you should have so much pre-emption etc. In
such cases, you have not given an Indian bank
an opportunity to become competitive.

The Journal of Indian Institute of Banking & Finance



2) The major issue is governance. The governance

standards should be high. There are two types
of problems; the private banks were weak, not
exactly very ethical. The Public Sector Banks were
political. So, we were in a position to convince
the Government that the important factor is
governance and cleaning up of the governance
standard. That was the time we introduced the ‘Fit
and Proper’ criteria for the CMD’s, for the Board
and for the ownership.

It was possible for RBI to get these things done
for the private sector banks. For the public sector
banks, under law, it is the government which
takes care. First thing we were able to do was
to have an agreement between the Ministry and
RBI, that this is important. Then we came with the
roadmap, since there was a commitment of the
nation, to the world that we will open, not now but
over a period.

If you had seen the budget speech of the then
Finance Minister, he had made this announcement
very clear. He had said that the future will be
competition, consolidation and convergence. He
had also said that while most proposals will be
implemented by RBI on its own authority, some
legislative changes were required to be made to
the BR Act, RBI Act etc.

Roadmap for foreign banks were drawn,
guidelines on ownerships, governance were
framed. Due to these measures, some of the
small private sector banks disappeared got
merged. So, there was some sort of cleaning up
and some sort of enhanced efficiency as far as the
private sector banks were concerned. The PSBs
also improved, particularly in financial inclusion.
Subsequently, after | retired, they had a crisis.

Then | came back into the system as Chairman,
14" Finance Commission. The problem was then
as Government said the capital requirement
was 32.84 lakh crore, to be given as capital to
banks. The question which was then asked as

The Journal of Indian Institute of Banking & Finance

to why the tax payers should pay? As a finance
commission, we had to face that problem. We as
a commission said, in our view, there is a need
to further lower the fiscal cost of recapitalization
by restricting it to select entities who would be in
a position to effectively utilise the funds. There
had to be an incentive, not an automatic license
to be incompetent, irrelevant etc. Therefore, we
recommended that a financial sector enterprises
committee, including the DFls, be appointed
which should reconcile the regulatory needs,
tax payers’ interests and the element of changes
needed.

In my view, the first task to be addressed is the
aspect of dual control flagged by Narasimhan.
If banks have to compete, the public sector
banks should virtually have the same freedom to
compete. | would therefore, say the first task is
structural legislative transformation of the Public
Sector Banks into genuinely commercial units.
Where, they are required to perform functions
other than commercial, there should be a
transparent way of funding such functions.

The Institute then requested the participants to
raise questions relating to the current issues in
the banking sector.

Question and Answers

The questions raised by the participants pertained to
creation of a Bad Bank, consortium arrangements of
banks, consolidation of banks, amendments to BR
Act 1949 and more powers being given to RBI and the
impact due to the applicability of Indian Accounting
Standards. The essence of Dr Reddy’s views on the
above issues are enumerated below.

a) A Bad Bank is created generally due to an
occurrence of a shock; huge crisis and a reflection
of the economic crisis in the banking system. The
current problem may not be a result of a shock.
In our case, it is an accumulation of a several

July - September 2017 7



problems. A Bad Bank may therefore not be a d) Giving additional power to RBlI may be an
solution. expression of determination of the public
authorities to tackle the problem of non-

b) Consortium arrangements of banks are matters performing assets. However, applying pressure

best left to the banks concerned. The regulator to reduce NPAs by a particular date may help in
should only enter if there is a collusion among a broader sense but may weaken the position of
bankers and borrowers. the lender vis- a -vis the borrower.

c) Consolidation of banks has been debated earlier  €) If the change in the accounting standards is for

also. In consolidation, even if two strong banks the better, it should be accepted.

merge, the combined entity may still become The Bankers’ Meet ended with a vote of thanks to Dr

weak. Hence, what is important in consolidation Y V Reddy for delivering the key note address and
expressing his candid views on a myriad of topics.

v

is synergy in operations and not size.

Indian Institute of Banking & Finance
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R. K. Talwar Memorial

Lecture, 2017

= Dr. Viral V Acharya*

Good evening, friends. | am grateful to the Indian
Institute of Banking and Finance (IIBF) for inviting me
to deliver the 8" R K Talwar Memorial Lecture. Every
institution must remember, venerate and celebrate
the immense contributions of those who helped lay
down and solidify its character for future generations
to build upon. Principles, careers and lives such as
those of Mr. Talwar inspire us, as in Henry Wadsworth
Longfellow’s The Psalm of Life:

Lives of great men all remind us
We can make our lives sublime,
And, departing, leave behind us,
Footprints on the sands of time;
Footprints, that perhaps another,
Sailing o’er life’s solemn main,

A forlorn and shipwrecked brother,
Seeing, shall take heart again.

| hope that | can do some justice today to the rich
legacy left behind by Mr. Talwar, considered as the
State Bank of India (SBI)’s greatest Chairman, the
father of Small Scale Industries in India, a banker
ahead of his times who put tremendous emphasis on
a comprehensive credit appraisal culture at SBI, and
someone who had the courage to stand up against
political pressure on his bank to undertake targeted
lending to undeserving borrowers (an episode
recollected in a booklet by another stalwart of Indian
banking, Mr. Narayanan Vaghul).

The Unfinished Agenda: Restoring Public
Sector Bank Health in India

| was originally planning to speak on “Monetary
Transmission in India: Issues and Possible
Remedies”, but | have since had a change of heart.
The Reserve Bank’s internal committee on improving
monetary policy transmission will be finishing its
report by the last week of September. | should neither
pre-judge nor pre-announce its findings. Therefore,
and at the cost of belabouring some of my remarks
earlier in the year, | will focus on what remains, to
my mind, the most important unfinished agenda in
the journey we have embarked upon to resolve our
stressed assets problem, viz., that of restoring public
sector bank health in India. | will indirectly end up
conveying why bank credit growth and transmission
are weak at the present.

| would like to contend that a primary cause for the
recent slowdown in our growth is the stress on the
banking sector’s balance-sheet, especially of public
sector banks. As Figures A and B show using the
Reserve Bank’s data, the stress in bank assets has
been mounting since 2011 and has now materially
crystallized in the form of non-performing assets
(NPAs). Some banks are under the Reserve Bank’s
Prompt Corrective Action (PCA) having failed to
meet asset-quality, capitalization and/or profitability
thresholds; others meet these thresholds for now but
are precariously placed in case the provisioning cover
for loan losses against their gross non-performing
assets (Figure C) is raised to international standards
and made commensurate with the low loan recoveries
in India.

* Deputy Governor, Reserve Bank of India

' Speech delivered at the 8" R K Talwar Memorial Lecture organised by the Indian Institute of Banking and Finance on
September 7, 2017 at Hotel Trident, Mumbai. | would like to thank Vaibhav Chaturvedi, B Nethaji and Vineet Srivastava for
valuable inputs, as well as my co-authors, Tim Eisert, Christian Eufinger and Christian Hirsch (parts of the Japanese and
the European stories are based on joint work with them). All errors remain my own. Views expressed do not necessarily

reflect those of the Reserve Bank of India.
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When bank balance-sheets are so weak, they cannot
support healthy credit growth. Put simply, under-
capitalized banks have capital only to survive, not
to grow; those banks barely meeting the capital
requirements will want to generate capital quickly,
focusing on high interest margins at the cost of high
loan volumes. The resulting weak loan supply (see in
Figure D, the steady decline in loan advances growth
since 2011 for public-sector banks), and the low
efficiency of financial intermediation, have created
significant headwinds for economic activity.

Figure A: Stressed Assets Ratio (%) for Indian Banks
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A decisive and adequate bank recapitalization,
options for which | will lay out (again) at the end of
my remarks, is a critical intervention necessary to
address this balance-sheet malaise.

In a recent study from the Bank for International
Settlements, Leonardo Gambacorta and Hyun-Song
Shin (2016) document that bank capitalization has a
strong effect on bank loan supply: a one percentage
point increase in a bank’s equity-to-total assets ratio
is associated with a 0.6 percentage point increase
in its yearly loan growth. In fact, if a banking system
remains systematically undercapitalized and new
lending is not kept under a tight supervisory watch,
then the economy can suffer significantly from a credit
misallocation problem, now commonly known as
‘loan ever-greening’ or ‘zombie lending’. In particular,
undercapitalized banks have an incentive to roll over
loans from financially struggling existing borrowers
so as to avoid having to declare these outstanding
loans as non-performing. With these zombie loans,
the impaired borrowers acquire enough liquidity to
be able to meet their payments on outstanding loans.
Banks thus avoid the short-run outcome that these
borrowers might default on their loan payments, which
would lower their net operating income, force them to
raise provisioning levels, and increase the likelihood
of them violating the minimum regulatory capital
requirements. By ever-greening these loans, banks
effectively delay taking a balance-sheet hit, while
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taking on significant risk that their borrowers might
not regain solvency and remain unable to repay, now
even larger loan payments. While unproductive firms
receive subsidized credit to be just kept alive, loan
supply is shifted away from more creditworthy firms.

Adequate bank, more generally, financial intermediary,
capitalization is thus a pre-requisite for efficient supply
and allocation of credit. Its central role in supporting
economic growth is consistent with what other
economies and regulators have experienced in the
past episodes of banking sector stress. | will cover
briefly the Japanese crisis in the 1990s and early
2000s, and the European crisis since 2009. Professor
Ed Kane (1989), Boston College, had reached similar
conclusions for the United States based on the
Savings and Loans crisis of the 1980s.

The Japanese story

In the early 1990s, a massive real estate bubble
collapsed in Japan (see Figure 1). This caused
problems for Japanese banks in two ways: first, real
estate assets were often used as collateral; second,
banks held the affected assets directly, so that the
decline in asset prices had an immediate impact on
their balance sheets. These problems in the banking
system quickly translated into negative real effects for
borrowing firms along the lines | laid out above.

FIGURE 1: NOMINAL RESIDENTIAL LAND PRICES AND THE CONSUMER PRICE INDEX
(CPI) IN JAPAN
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Subsequently, the Japanese government introduced
several measures to stabilize the banking sector

The Journal of Indian Institute of Banking & Finance

and spur economic growth. Among these measures
were a series of direct public capital injections into
impaired banks, mostly in the form of preferred equity
or subordinated debt. However, as conclusively
shown by Table 1 from Takeo Hoshi and Anil Kashyap
(2010), bulk of the injections came after 1999, close
to a decade after the collapse; the economic scale
of earlier recapitalizations was small relative to that
of banking sector’s real estate exposure so that
these half-hearted measures failed to adequately
recapitalize the Japanese banking sector.

Table 1. Capital injection programmes in Japan (in
trillions of yen)

Legislation Date of Amount
9 injection injected

Financial Function 3/1998 1.816

Stabilization Act

Prompt Recapitalization Act | 3/1999-3/2002 | 8.605

Financial Reorganization 9/2003 0.006

Promotion Act

Deposit Insurance Act 6/2003 1.960

Act for Strengthening 11/2006-3/2009 | 0.162

Financial Functions

Source: Hoshi and Kashyap (2010).

Joe Peek and Eric Rosengren (2005) were among
the first to provide evidence that this inadequate
recapitalization of the Japanese banking sector
had major consequences for the allocation of credit
to the real economy. Specifically, they showed that
firms were more likely to receive additional loans if
they were in fact in poor financial condition. They
interpreted this finding as being consistent with
the ‘zombie lending’ incentives of undercapitalized
banks. Figure 2 shows that the percentage of zombie
firms increased from roughly 5% in 1991 to roughly
30% in 1996. In related work, Mariassunta Giannetti
and Andrei Simonov (2013) found that banks that
remained weakly capitalized after the introduction
of the recapitalization programmes provided loans
to impaired borrowers, while well-capitalized banks
increased credit to healthy firms. The authors
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estimated that the credit supply to healthy firms could
have been 2.5 times higher in 1998 if banks had been
recapitalized sufficiently.

In turn, this misallocation of loans translated into
significant negative effects for the real economy.
Because zombie lending kept distressed borrowers
alive artificially, the respective labor and supply
markets remained congested; for example, product
market prices were depressed and market wages
remained high. Sectoral capacity utilization also
remained low, which destroyed the pricing power
and attractiveness of investments for healthy firms
competing in the same sectors. Ricardo Caballero,
Takeo Hoshi and Anil Kashyap (2008) showed that,
as a result of these spillover effects, healthy firms that
were operating in industries with a high prevalence of
zombie firms had lower employment and investment
growth than healthy firms in those industries that
did not suffer from zombie firm distortions. They
estimated that due to the rise in the number of zombie
firms, typical non-zombie firm in the real estate
industry experienced a 9.5% loss in employment
and a whopping 28.4% loss in investment during the
Japanese crisis period.

FIGURE 2: PREVALENCE OF FIRMS RECEIVING SUBSIDIZED LOANS IN JAPAN
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Source: Caballero et al. (2008).

The European story

In recent years, the Eurozone has been following a
similar path to that of the Japanese economy in the
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1990s and early 2000s. Starting in 2009, countries on
the periphery of the Eurozone drifted into a severe
sovereign debt crisis. At the peak of the European
debt crisis, in 2012, anxiety over excessive levels
of national debt led to interest rates on government
bonds issued by countries in the European periphery
that were considered unsustainable. For instance,
from mid-2011 to mid-2012, the spreads of Italian
and Spanish 10-year government bonds increased
by 200 and 250 basis points, respectively, relative to
German government bonds. Since this deterioration
in the sovereigns’ creditworthiness fed back into the
financial sector (Acharya et al, 2015), lending to the
private sector contracted substantially in Greece,
Ireland, Italy, Portugal, and Spain (the ‘GIIPS’
countries), as shown in Figure 3. In Ireland, Spain,
and Portugal, for example, the volume of newly issued
loans fell by 82%, 66%, and 45% over the 2008-13
period, respectively.

However, the impact of the European debt crisis
on bank lending is more complex than in the case
of the Japanese banking crisis, which was mainly
caused by the bursting of an asset price bubble
and the resulting impairment of banks’ financial
health. While the European debt crisis also caused
a hit on banks’ balance sheets due to the substantial
losses on their sovereign bond-holdings, in addition
it created gambling-for-resurrection incentives for
weakly capitalized banks from countries in the
European periphery. These banks sought to increase
their risky domestic sovereign bond-holdings even
further as they were an attractive bet to rebuild capital
quickly given zero risk-weights. This incentive led to a
crowding-out of lending to the real economy, thereby
intensifying the credit crunch (Acharya and Steffen,
2014).

This vicious cycle of poor bank health and sovereign
indebtedness became a matter of great concern
for the European Central Bank (ECB), as this cycle
endangered the monetary union as a whole. As a
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FIGURE 3: VOLUME OF NEW LOANS TO NON-FINANCIAL CORPORATIONS UP TO 1
MILLION EURO, 12- MONTH CUMULATIVE FLOWS
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Source: Restoring Financing and Growth to Europe's SMEs", I1F/Bain report, 2013.

result, the ECB began to introduce unconventional
monetary policy measures to stabilize the Eurozone
and to restore trust in the periphery of Europe.
Especially important in restoring trust in the viability
of the Eurozone was the ECB’s Outright Monetary
Transactions (OMT) programme, which ECB President
Mario Draghi announced in his famous speech in July
of 2012, saying that “the ECB is ready to do whatever
it takes to preserve the euro. And believe me, it will be
enough.”

There is now ample empirical evidence that the
announcement of the OMT programme significantly
lowered sovereign bond spreads, as shown by
Figure 4. By substantially reducing sovereign yields,
the OMT programme improved the asset side, the
capitalization, and the access to financing of banks
with large GIIPS sovereign debt holdings.

Due to its positive effect on banks’ capital, it was
expected that the OMT announcement would lead
to an increase in bank loan supply, thus benefiting
the real economy. However, when Mario Draghi
reflected on the impact of the OMT programme on
the real economy during a speech in November 2014,
he noted that “[T]hese positive developments in the
financial sphere have not transferred fully into the
economic sphere. The economic situation in the euro
area remains difficult. The euro area exited recession
in the second quarter of 2013, but underlying growth
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momentum remains weak. Unemployment is only
falling very slowly. And confidence in the overall
economic prospects is fragile and easily disrupted,
feeding into low investment.”

Figire 4; SFREAD BETWEEN GEEMAY ARD SPAXiHITALLAK 10 YEAR SOV EHER:

ONTY YIFLIE

An important reason why the positive financial
developments did not fully transfer into economic
growth is as follows: An indirect recapitalization
measure like the OMT programme produced Treasury
gains for banks (much like our policy-rate cuts do);
such a measure allows the central bank to benefit
banks that hold troublesome assets, but it does not
tailor the recapitalization to banks’ specific needs. As
aresult, some European banks remained significantly
undercapitalized from an economic standpoint even
post-OMT.

In joint work with Tim Eisert, Christian Eufinger
and Christian Hirsch (Acharya et al, 2016), | have
confirmed that zombie lending is indeed the likely
explanation for why the OMT programme did not fully
translate into economic growth. Our study shows that
banks that benefited more from the announcement
but remained nevertheless weakly capitalized,
extended loans to existing low-quality borrowers at
interest rates that were below the rates paid by the
most creditworthy European borrowers (high-quality
public borrowers in non-GIIPS European countries,
e.g., Germany), a strong indication of the zombie
lending behaviour.
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Such lending did not have a positive impact on
real economic activity of the zombie firms: neither
investment, nor employment, nor return on assets
changed significantly for firms that were connected
to the under-capitalized banks. Similar to the
spillovers during the Japanese crisis, the post-
OMT rise in zombie firms had a negative impact on
healthy firms operating in the same industries due
to the misallocation of loans and distorted market
competition. In particular, healthy firms in industries
with an average increase in the proportion of zombie
firms invested up to 13% less capital and experienced
employment growth rates that were about 4% lower
compared to a scenario in which the proportion of
zombies stayed at its pre-OMT level. At extremis, for
an industry in the 95th percentile increase in zombie
firms, healthy firms invested up to 40% less capital
and experienced employment growth rates up to 15%
lower.

The Indian story: Can we end it differently?

In many ways, the problems experienced in Japan
and Europe have been rather similar. Both regions
went through a period of severe banking sector
stress (although triggered by different causes) and
failed to adequately recapitalize their struggling
banking sectors. Bank and other stressed balance-
sheet problems were neither fully recognized nor
addressed expediently.

In Japan, a likely explanation for the cautious
introduction of recapitalization measures is that the
authorities were afraid of strong public resistance
when announcing large-scale recapitalization, as
initial smaller support measures had already caused
public outrage. In addition, Japanese officials
generally feared sparking a panic on financial markets
when disclosing more transparent information about
the health of banks.

In Europe, introducing proper recapitalization
measures has been challenging due to the political
circumstances and constraints of the Eurozone. In
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contrast to a single country like Japan, 19 member
states have to come together in the Eurozone and
decide on a particular policy measure. In addition,
even if a particular policy is helping the Eurozone as
a whole, it might not be optimal for each individual
country experiencing divergent economic outcomes.

While our initial conditions look ominously similar
to these episodes and there are many parallels with
how things have played out at our end, we may be
fortunate in not having many of these constraints.
Hence, | believe we can, we should, and in fact, we
must do better. We are at a substantially lower per-
capita GDP than these countries and a sustained
growth slowdown has the potential to really hurt
economic prospects of the common man.

With this overall objective, let me first turn to what |
consider the positives of the balance-sheet resolution
agenda that the Reserve Bank and the Government
of India have embarked upon. | will then highlight the
unfinished part of this agenda - its Achilles’ heel - the
lack of a clear and concrete plan for restoring public
sector bank health.

Resolution of Stressed Assets

To address cross-bank information asymmetry and
inconsistencies in asset classification, the Reserve
Bank created the Central Repository of Information on
Large Credits (CRILC) in early 2014. To end the asset
classification forbearance for restructured accounts,
the Reserve Bank announced the Asset Quality
Review (AQR) from April 1, 2015. The objective was to
get the banks to recognize the hitherto masked stress
in their balance sheets. The AQR is now complete.
The Reserve Bank is neither denying the scale of the
NPAs nor trying to forbear on them. Instead, it is fully
focused on resolving the assets recognized as NPAs.

In the absence of an effective, time-bound statutory
resolution framework, various schemes were
introduced by the Reserve Bank to facilitate viable
resolution of stressed assets. While the schemes
were designed, and later modified, to address some
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of the specific issues flagged by various stakeholders
in individual deals, the final outcomes have not been
too satisfactory. The schemes were cherry-picked
by banks to keep loan-loss provisions low rather
than to resolve stressed assets. It is in this context
that enactment of the Insolvency and Bankruptcy
Code (IBC) in December 2016 can be considered
to have significantly changed the rules of the game.
It is still early days but the number of bankruptcy
cases which have been filed by operational as well as
financial creditors is encouraging. Many cases have
been admitted and the 180 day clock (extendable by
further 90 days) for these cases to resolve has already
started.

The promulgation of the Banking Regulation
(Amendment) Ordinance 2017 (since notified as an
Act) and the subsequent actions taken thereunder,
have made the IBC a lynchpin of the new resolution
framework. There were legitimate concerns that if the
Reserve Bank directs banks to file accounts under the
IBC, it would enter the tricky domain of commercial
judgments on specific cases. However, the approach
recommended by the Internal Advisory Committee
(IAC) constituted by the Reserve Bank for this purpose
has been objective and has allayed these misgivings.
The IAC recommended that the Reserve Bank should
initially focus on stressed assets which are large,
material and aged, in that they have eluded a viable
resolution plan despite being classified as NPAs for a
significant amount of time. Accordingly, the Reserve
Bank directed banks to file insolvency applications
against 12 large accounts comprising about 25% of
the total NPAs. The Reserve Bank has now advised
banks to resolve some of the other accounts by
December 2017; if banks fail to put in place a viable
resolution plan within the timelines, these cases also
will be referred for resolution under the IBC.

The Reserve Bank has also advised banks to make
higher provisions for these accounts to be referred
under the IBC. This is intended to improve bank
provision coverage ratios (see Figure C) and to
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ensure that banks are fully protected against likely
losses in the resolution process. The higher regulatory
minimum provisions should enable banks to focus on
what the borrowing company requires to turnaround
rather than on narrowly minimizing their own balance-
sheet impacts. This should also help transition to
higher, and more countercyclical, provisioning norms
in due course.

Going forward, the Reserve Bank hopes that banks
utilize the IBC extensively and file for insolvency
proceedings on their own without waiting for
regulatory directions. Ideally, in line with international
best practice, out-of-court restructuring may be the
right medicine at ‘pre-default’ stage, as soon as the
first signs of incipient stress are evident or when
covenants in bank loans are tripped by the borrowers.
Once a default happens, the IBC allows for filing for
insolvency proceedings, time-bound restructuring,
and failing that, liquidation. This would provide
the sanctity that the payment ‘due date’ deserves
and improve credit discipline all around, from bank
supply as well as borrower demand standpoints, as
borrowers might lose control in IBC to competing
bidders.

Whither are we headed on restoring public sector
bank health?

So far so good. Oft when on my couch | lie in vacant
or in pensive mood, the realization that we have put
in place a process that not just addresses the current
NPA issues, but is also likely to serve as a blueprint for
future resolutions, becomes the bliss of my solitude!
A whole ecosystem is evolving around the IBC and
the Reserve Bank’s steps have contributed to this
structural reform. | smile and rest peacefully at night
with this thought... But every few days, | wake up
with a sense of restlessness that time is running out;
we have created a due process for stressed assets
to resolve but there is no concrete plan in place for
public sector bank balance-sheets; how will they
withstand the losses during resolution and yet have
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enough capital buffers to intermediate well the huge
proportion of economy’s savings that they receive as
deposits; can we end the Indian story differently from
that of Japan and Europe?

The Government of India has been infusing capital
on a regular basis into the public sector banks, to
enable them to meet regulatory capital requirements
and maintain the government stake in the PSBs at a
benchmark level (set at 58 percentin December 2010,
but subsequently lowered to 52 percent in December
2014). In 2015, the Government announced the
“Indradhanush” plan to revamp the public sector
banks. As part of that plan, a program of capitalization
to ensure the public-sector banks remain BASEL - IlI
compliant was also announced. However, given the
correctly recognized scale of NPAs in the books of
public sector banks and the lower internal capital
augmentation given their tepid, now almost moribund,
credit growth, substantial additional capital infusion is
almost surely required. This is necessary even after
tapping into other avenues, including the sale of non-
core assets, raising of public equity, and divestments
by the government.

The Cabinet Committee on Economic Affairs has
recently authorised an Alternative Mechanism to
take decision on the divestment in respect of public
sector banks through exchange-traded funds or
other methods subject to the government retaining
52% stake. Synergistic mergers may also be part of
the broader scheme of things. The Union Cabinet
has also authorized an Alternative Mechanism for
approving amalgamation of public sector banks.
The framework envisages initiation of merger
proposal by the Bank Boards based on commercial
considerations, which will be considered for in-
principle approval by the Alternative Mechanism.
This could provide an opportunity to strengthen the
balance sheets, management and boards of banks
and enable capital raising by the amalgamated entity
from the market at better valuations in case synergies
eventually materialize.
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All of this is good in principle. There are several
options on the table and they would have to work
together to address various constraints. What worries
me however is the glacial pace at which all this is
happening.

Having embarked on the NPA resolution process,
indeed having catalysed the likely haircuts on banks,
can we delay the bank resolution process any further?

Can we articulate a feasible plan to address the
massive recapitalization need of banks and publicly
announce this plan to provide clarity to investors and
restore confidence in the markets about our banking
system?

Why aren’t the bank board approvals of public capital
raising leading to immediate equity issuances at a
time when liquidity chasing stock markets is plentiful?
What are the bank chairmen waiting for, the elusive
improvement in market-to-book which will happen
only with a better capital structure and could get
impaired by further growth shocks to the economy in
the meantime?

Can the government divest its stakes in public sector
banks right away, to 52%? And, for banks whose
losses are so large that divestment to 52% won’t
suffice, how do we tackle the issue?

Can the valuable and sizable deposit franchises
be sold off to private capital providers so that they
can operate as healthy entities rather than be in the
intensive care unit under the Reserve Bank’s Prompt
Corrective Action (PCA)? Can we start with the
relatively smaller banks under PCA as test cases for a
decisive overhaul?

These questions keep me awake at nights. | fear
time is running out. | worry for the small scale
industries that Mr Talwar cared the most about, which
are reliant on relationship-based bank credit. The
Indradhanush was a good plan, but to end the Indian
story differently, we need soon a much more powerful
plan — “Sudarshan Chakra” — aimed at swiftly, within
months if not weeks, for restoring public sector bank
health, in current ownership structure or otherwise.
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While inaugurating Unified Payments Interface (UPI)
in April 2016, former Governor Reserve Bank of India
had described UPI as the “one of the best public
owned inter-operable mobile payment infrastructure
in the world”. Shri Nandan Nilekani, on the same
occasion had described the development as “game
changing”. Let us discuss as why UPI is described
that way.

Functionality :

UPI is a quantum leap over Immediate Payment
System (IMPS) in terms of functionality. IMPS is a
real time 24x7 money transfer system operational
since 2010. This required a revamp and UPI has
been introduced on the top of IMPS rails with rich
functionality :

First, a customer cannot only send money instantly,
but also make a collect request. The transaction
can, thus be, either push (customer initiated) or pull
(merchant initiated). In a pull based transaction, the
beneficiary initiates the payment request via UPI and
the payer just authenticates the payment. When
used for shop-floor merchant payments, there is no
need for asset heavy POS terminals. Push and pull
can be made both for individual transactions as well
as merchant transactions. In due course of time, the
system can be extended for bulk payments or bulk
collection as well.

Second, a customer of one bank can download
the UPI application of another bank and still access

Why UPI is a game changer in Payments

system ?

his/her bank account without having to change the
bank account. Customer has now an option to keep
the banking account in one bank and avail of the
payments service from another bank. For the limited
purpose of payment services, it is a form of bank
portability.

Third, a customer can identify himself/herself with just
an email like address called Virtual Payment Address
(VPA) which looks like xxx@yyy where xxx can be
determined by the customer and yyy stands for the
bank providing the App. There is no need for entering
IFSC code and account number where chance of
making data entry mistake is high. A customer using
BHIM- the NPCI developed UPI app, a customer
can use mobile number of Aadhar Number @UPI
as VPA. Thus, UPI minimises frictions and enhances
user experience. The beneficiary customer need not
disclose in which bank he/she maintains the account
or other account details.

Fourth, QR code based Scan and Pay is a key feature
of UPI. If the beneficiary information is QR coded, the
paying customer can just scan, include the amount
and pay. If the beneficiary information includes the
amount as well, the task is still simple. Payments get
made with just scan and authenticate. New version
of BHIM supports Bharat QR as well. Thus the
merchants can display one QR code, that facilitates
mobile based card payments as well as UPI. The

*Former Managing Director and CEO, National Payments Corp. of India
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merchant base created for Bharat QR gets available
for mobile payment customers as well.

Fifth, a customer can link all his/her bank accounts
in a single App and opt for any specific account for
debit while doing a Send transaction. While receiving
one of the account can be made the default. Thus, a
customer having 3-4 bank accounts can operate all
the accounts through a single UPI App.

Sixth, UPI integrates smart phone based services on
the feature phone as well and enriches the usages of
USSD channel. Basic services of Send Money and
Collect money and the power of VPA is available to
feature phone customers as well.

Seventh, UPI has the facility of recording customer
complaint through the UPI application itself. The
solution tracks the status and lets the customer know
the position.

Eighth, UPI has an in-built feature of storing the
transaction history that the customer can download
in the form of a report for specified period.

Technology

Apart from the above rich features of business
functionality, UPI is also a breakthrough in payments
technology :

First, UPl has been designed with a number of
standardised APIs making the development efforts
significantly lower for all the banks ensuring high
performance. It is evident from the fact that a large
number of functionalities have been added by the
member community over four version changes in
one year. For the members community, the APIs are
common. New functionalities can be added very
easily

Second, UPI has been designed for finger printing of
customer’s device ensuring thereby that the mobile
itself acts as the first factor of authentication: “what you
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have”. While ensuring security, this makes transaction
processing faster. If a customer downloads the UPI
package on a rooted device, an alert is given about
the security risk and installation happens only with
specific consent of the customer and the bank.

Third, NPCl has provided acommon library to member
banks to embed in their Customer App. The library
provides standardised way of PIN entry and gives
confidence to the banks that if the customers enters
the PIN in the App of another bank (payment system
provider bank), the credential is not compromised.
There is no need for customer to be redirected to
customer’s own bank for entering the PIN. Such an
industry level assurance of credential confidentiality
adds to the confidence level of the payment system.

Fourth, UPI platform is asset-light when used for shop
floor payments. No other end point infrastructure
such as cards with EMV chips, PoS terminals, NFC
enabled terminals etc. are required.

Fifth, UPI infrastructure at NPCI and the banks’
ends have been designed for horizontal and vertical
scalability. In-memory processing has been used
extensively for high performance and large volume
processing.

Sixth, NPCI and banks - the entire community has
gone for open source technology extensively — Java,
Postgress database, Linux OS and open source
monitoring and analytics utility like Kibana. Banks
have experienced UPI implementation as one of their
most cost effective technology implementation.

Seventh, Steps have been initiated for UPI to support
biometric authentication leveraging Aadhar database
and also Real Time mandate creation for various
forms of repetitive direct debits. Developmental
work for such path breaking integration has already
commenced.
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Competition

UPI has also introduced new dimension of competition
in the payments market.

First, banks could offer payment services far better
than the Pre Paid issuers who were marching ahead
of banks in providing user experience. Scan & Pay
functionality of UPI has enabled the banks to compete
with PayTM in frictionless payments.

Second, banks have also started competing with
each other retain their customers by enriching their
user interface and serving. A customer has now the
choice to down load any bank’s application.

Third, with introduction of BHIM - a UPI package
offered by NPCI, customer can make use of a bank-
neutral App which competes with bank App.

The biggest beneficiaries of this competition have
been the bank customers.

UPI today covers 52 member banks with active
customer bases of about 7 million with monthly
volume of about 12 million payment transactions.
Merchant payments category account for 20 percent
of transactions with the rest pertaining to Peron to
personal remittance. Of all the UPI packages, BHIM
remains to be the most popular generating close to 50
percent of transactions. Aimost all major aggregators
of on-line payments have enrolled for UPI. Utility
billers have started printing QR codes on their bills so
that customers can just scan and pay. More and more
online and off line merchants have started accepting
UPI as the payment mode complementing credit
card, debit card and net banking. Though, it is a new
entrant in payment mode, it is likely to overtake net
banking to start with and then credit and debit card.

A new paradigm of payments is being created and
it can be well argued that UPI has been a game
changer.
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= Dr. M.R. Das*

The Backdrop

The Indian economy witnessed an important
development on Nov 8, 2016 when the then existing
INR 500 and INR 1,000 notes (hereafter referred to
as Specified Bank Notes or SBNs) were demonetized
and simultaneously, a new denomination INR 2,000
note along with a newly designed INR 500 note was
introduced. Announcing the measure, the Prime
Minister said that it would combat “corruption, black
money and fake notes.” The Finance Minister added
that “The goal ... is to clean transactions, [to] clean
money.”

An estimated 23 billion banknotes valued at INR
15.44 trillion were demonetized, constituting 86.4%
of Currency in Circulation (CiC) by value at Mar-
end 2016, or nearly 10% of Gross Domestic Product
(GDP). Obviously, the sudden,
affected in several ways every sector and everyone in
possession of SBNs.

gigantic move

Bhagwati, et al. lauded demonetization as “a
courageous and substantive economic reform” ..
with “potential to generate large future benefits.”* The
Wharton School of Management pundits acclaimed it
as “a bold, even visionary, step” and “better to do it

De- to Re-monetization
Banks’ journey hitherto ... and henceforth

than not”? Taking a long-term view, both World Bank
and International Monetary Fund (IMF) welcomed
the step in the direction of rapid “formalization of
the economy” which will impact salubriously the
public finance, financial inclusion, digitalization
of transactions and bank liquidity.34 Industry and
corporate captains supported the decision with
the Confederation of Indian Industry hailing it as a
“masterstroke.” A CRISIL report said that it could
“change the face of the Indian economy.”s Calling the
impact on economy as “transient”, RBI commented
that demonetization would accelerate financialization
of household savings and digitalization of
transactions.®7 8

Contrastingly, the Nobel economist Amartya Sen
called the move “despotic action” ... striking “at the
root of economy based on trust.” In similar note,
another Nobel economist Paul Krugman called it
an “unusual move” and a “highly disruptive way to
do it” with “hardly any “significant long-run gains.”°
Kaushik Basu termed it as “poorly designed

a ham-fisted move ... [which] is likely to rock the
entire economy.”"" A Harvard Business Review paper
designated it as “a case study in poor policy and even
poorer execution.”'? Rogoff, whose book The Curse
of Cash focusing on demonetization was published a

* Former Assistant General Manager (Economist), State Bank of India (Strategic Training Unit).
'http://blogs.timesofindia.indiatimes.com/toi-edit-page/war-on-black-money-demonetisation-is-a-courageous-reform-that-will-bring-substantive-benefits/
2http://knowledge.wharton.upenn.edu/article/demonetization-india-will-pay-price/
http://www.worldbank.org/en/news/press-release/2017/05/29/india-economic-fundamentals-remain-strong-investment-pick-up-needed-sustained-growth-

says-new-world-bank-report

“http://www.imf.org/en/News/Articles/2017/02/21/NA022217-For-India-strong-growth-persists-despite-new-challenges
SCRISIL Research, “Significant structural benefits on the cards for India”, Nov 9, 2016.

SRBI Annual Report, 2016-17.

’RBI (Mar 10, 2017), “Macroeconomic Impact of Demonetisation - A Preliminary Assessment.”

5RBI (Aug 2017), Mint Street Memo No.01, “Demonetisation and Bank Deposit Growth.”
Shttp://www.thehindu.com/news/national/Amartya-Sen-terms-demonetisation-a-despotic-action/article16730675.ece
"%http://www.livemint.com/Politics/6 WQRkoCktgAJdagFSkclVN/Demonetisation-may-not-deliver-long-term-benefits-to-India.html
""https://mobile.nytimes.com/2016/11/27/opinion/in-india-black-money-makes-for-bad-policy.html?referer=https://www.google.com.au/

"2https://hbr.org/2017/03/early-lessons-from-indias-demonetization-experiment
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month before the demonetization, opined that it “was
flawed in many respects” and favored very gradual
elimination of Large Denomination Notes (LDN)."
The former Prime Minister and renowned economist
Manmohan Singh termed the implementation as
“monumental mismanagement.”™ Raghuram Rajan,
the former RBI Governor and noted global economist,
said that short-term note ban costs would outweigh
long-term benefits.’® A National Institute of Public
Finance and Policy (NIPFP) Working Paper termed
it as “a large shock to the economy” which would
“contract economic activity.”'®

The initial objectives of demonetization were three-
fold, i.e., to tackle: (a) corruption, (b) black money
and (c) counterfeit notes. However, since it was
realized that these objectives could not be served
without effectively curtailing the exorbitant level of
cash transactions, promoting non-cash payments
chiefly via digital means, which leave trails thereby
ensuring auditability and transparency leading
ultimately to increased fiscal resources and curb on
unlawful activities, emerged as the fourth objective.

Two demonetization moves preceded the current
one: in 1946 and 1978. In 1978, INR 1,000, 5,000
and 10,000 denomination notes were demonetized
through an ordinance. In the context of the 1978
demonetization, the World Bank (2017) observes:
“these high denomination notes accounted for just 1.7
percent of the total value of notes in circulation and a
substantial window was offered to replace them. The
denominations were much larger in real terms, which
did not interfere with the payment system.”"”

Other countries which have implemented
demonetization include: European Union (2002), USA
(1946), Zimbabwe (2015), Australia (1996), Pakistan,
the UK (1971) and Philippines (2015) - successful
operations - and Nigeria (1984), Ghana (1982), North
Korea (2010), Soviet Union (1991), Myanmar (1987)
and Congo (1990s) - failed operations.' By Aug-end
2017, Sweden would have recalled about 1.6 billion
kronor one-, two- and five-krona coins worth USD 200
million to modernize its coins.

World Bank (ibid.) further observes, “almost all other
historical examples of currency exchanges occurred
either in circumstances of hyperinflation, or provided
a longer period during which new and old notes were
valid. In contrast, in the recent episode legal tender
of the old notes was withdrawn with immediate effect
and with limited exceptions new and old notes were
not allowed to circulate in parallel.”

Motivation

In the entire exercise of the 2016 demonetization
and afterwards, the banking sector played a pivotal
role which was quite but natural since banks are
the financial intermediaries. However, banks and
their employees remained ‘unsung heroes’. Even in
terms of media coverage and academic analyses,'®2°
detailed attention is still elusive as to: how the banking
business was affected, is being affected now, and will
continue to be affected in near future. The apathetic
attitude towards the banking sector provides the
springboard for this article. It aims at filling up the
research gap and helping policymakers in future in
case such measures are repeated.

http://timesofindia.indiatimes.com/india/much-to-learn-from-aadhaar-harvard-professor/articleshow/59719506.cms

"“http://timesofindia.indiatimes.com/Monumental-mismanagement-Former-PM-Manmohan-Singh-chastises-PM-Modi-for-poor-implementation-of-

demonetisation/articleshow/55596811.cms

"®http://economictimes.indiatimes.com/articleshow/60361552.cms?utm_source =contentofinterest&utm_medium=text&utm_campaign=cppst

®NIPFP, “Demonetisation: Impact on the Economy”, Working Paper No.182, Nov 14, 2016.

"World Bank (May 2017), “India Development Update — Unlocking Women'’s Potential”.

Bhttp://www.spellerstep.com/information/demonetization-can-successful-6-countries-proved/ and http://www.spellerstep.com/latest/biggest-demonetization-

failures-world/

*The NIPFP Working Paper does deal with some of the transition issues before banks and the payment systems, but on ‘if and then’ basis.

20RBI Mint Street Memo No.01 (ibid.) estimated the “excess” deposit growth with banks due to demonetization at INR 2.8 to 4.3 trillion.
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Research Issues

Banks constitute the backbone of the financial system
by providing financial intermediation function and
ensuring smooth working ofthe payment systems. The
interplay of these functions makes banks “special”.
There is no doubt that demonetization was disruptive
for banks. Therefore, the first and foremost objective
of the paper is to investigate the nature and extent to
which the above-mentioned two ‘classical’ functions
were affected. Secondly, it enunciates certain policy
measures with a view to making the positive outcome
of the ‘churning’ durable.

Structure of the Paper

Therest of the paper runs as follows: Section 1 focuses
on the monetary scenario preceding demonetization;
Section 2 summarizes the macroeconomic impact
hitherto; Section 3 carries out an in-depth analysis of
the impact on the financial intermediation function;

Table 1: Monetary Scene, 2011-12 to 2016-17

Section 4 studies the changes in the payment
systems; Section 5 discusses the policy issues; and
Section 6 concludes.

Database

Data relating to the banking sector have been sourced
from RBI. Some other data have been collected from
publicly available authentic sources. Data are latest
up to Sep 5, 2017. (Data downloaded from respective
Web Sites).

Section 1: Monetary Scenario Preceding
Demonetization

Before proceeding further, it is pertinent to glance
through the monetary scenario (Table 1) which, in a
way, supported the demonetization move. One needs
to pay attention to the shaded portion in Table 1. That
2015-16 and 2016-17 reflected unusually high figures
compared to the preceding years in respect of almost
all the parameters is easily discernible.

11-12 12-13 13-14 14-15 15-16 EGR# 16-17*

CiC 12.4% 11.6% 9.2% 11.3% 14.9% 10.8% 17.2%
Broad Money (M3) 13.5% 13.6% 13.4% 10.9% 10.5% 11.4% 10.9%
500-Note 15.2% 4.5% 6.4% 15.1% 19.7% 10.4%

1000-Note 14.6% 23.9% 18.2% 10.5% 12.7% 15.1% NA

All Notes 12.5% 10.6% 10.2% 11.4% 14.9% 10.9%

Ratio of CiC to
M3 14.5% 14.2% 13.7% 13.7% 14.3% 14.3%
Demand Deposits (DD) 150.1% 158.1% 160.2% 162.4% 166.8% NA 169.1%
Time Deposits (TD) 18.9% 18.3% 17.4% 17.5% 18.4% 18.4%
Ratio of 500 and 100 Notes to Total Notes in Circulation (NiC)
81.7% 82.9% 84.0% 85.2% 86.4% NA

# Exponential Growth Rate 2015-16 over 2011-12. * At Oct-end. NA — Not Available.
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Further, Chart 1 reveals that both NiC and High
Denomination Notes (HDN) were fast competing
with Gross Value Added (GVA) and in 2015-16, both
crossed GVA by 2.9% and 8.9% respectively.

As per Table 2, although the Fake Indian Currency
Notes (FICN) per million pieces of NiC was low at 7.0,
it was relatively high in respect of HDN. Secondly,
between 2011-12 and 2015-16, the same declined
in respect of HDN, but the levels remained elevated.
Thirdly, 2014-15 witnessed sudden spurt in YOY
growth of FICN.

Chart 1: NIC, HDN vis-a-vis GVA

end 2017 (86.4% at Mar-end 2016), including
50.2% share of INR 2,000 notes. In aggregate,
over 29 billion pieces of notes were supplied,
3.5% above the indent.

» During 2016-17, over 0.76 million pieces of FICN
were detected in the banking system, up 20.4%
over 2015-16. Except INR 100, FICN increased
across denominations, mainly in INR 500 and
1,000. Overall, FICN per million pieces of NiC
was 7.6 — 54, 2,880 and 0.2 in respect of INR 500,
1,000 and 2,000 respectively.

Table 2: FICN - Some Dimensions

*500 and 1,000.

Viewed globally, cash-use in India is very high; in a
group of 15 countries,? it was the 4" highest (CIC
volume), 14" highest (per inhabitant), 2™ highest
(ratio to GDP) and highest (ratio to narrow money)
(2015).

Section 2: Macroeconomic Impact

» The RBI Annual Report (2016-17) estimated the
value of SBNs received as on Jun 30, 2017 at INR
15.28 trillion which worked out to 98.96% of the
value of currency demonetized.

» NiC at Mar-end 2017 stood at over 100 billion
pieces which was 11% above that a year ago.
Value-wise, these were INR 13,102 billion, down
20.2% YOY. In value terms, INR 500 and above
banknotes constituted 73.3% of the total at Mar-

170 N\ No. of FICNs -YOY FICN per million pieces
160 Growth of NiC
150 500 1,000 Total 500 1,000 Total
140 11-12 22.6% | 53.9% | 19.6% | 29.4 24.0 7.5
130 12-13 -6.8% | 182% | -4.4% | 26.2 229 6.8
120 13-14 -10.3% | 11.8% | -2.0% | 22.1 21.7 6.3
110 14-15 8.6% | 192% | 21.7% | 20.9 23.4 7.1
100 15-16 -45%| 91%| 65%| 16.7 22.6 7.0
11-12 12-13  13-14 14-15 15-16 EGR 83.1% | 13.7% 5.7%
\_ — HDN* ====NIC GVA )

» As per Central Statistics Office (Press Note: May
31, 2017), reflecting reduced economic activities,
2016-17 Q3 real GDP growth rate slid to seven
percent from 7.5% in Q2 and 7.2% a year ago.
The Q4 growth rate was further less at 6.1%
compared to 7.9% a year ago. The 2016-17
annual growth rate is estimated at 7.1% as against
eight percent in 2015-16. The 2017-18 Q1 growth
rate is estimated at 5.7% - a three-year low - down
from 7.9% a year ago (Press Note: Aug 31, 2017).

» Demonetization led to softening of vegetables
prices in the initial days, but its effect was mute
afterwards.

» Post-demonetization, the Policy Repo Rate
remained unchanged at 6.25% up to Jul-end, but
reduced to 6.0% on Aug 2. Marginal Cost Lending

2'Australia, Brazil, Canada, India, Japan, Korea, Russia, Singapore, South Africa, Sweden, Switzerland, Turkey, the UK, USA and the Euro Area. Based on the

Bank for International Settlements database.
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Rates and Term Deposit Rates (above one year)
of banks softened with some reducing their
Savings Bank rates for retail depositors. Weighted
Average Call Rate, though remained below the
Policy Repo Rate, reflected upward movement.
Treasury Bill rates were low but topsy-turvy.

INR-USD rate remained, by and large, stable, with
an appreciating trend.

Economic Survey (2016-17) Volume Il estimated
that 0.54 million taxpayers were added due to
demonetization with possible additional Returned
Income of nearly INR 106 billion.

» A lot of suspicious transactions came to the fore
(Chart 2).
Chart 2: No. of Suspicious Transaction
Reports Filed
400
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» The impact on Currency with the Public (C) is
illustrated in Chart 3.
Chart 3: Movements in C
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Blue column denotes Oct 28, 2016 to Jul 21, 2017 and
red the similar period previous year. Dark blue line denotes
Month-on-Month (MoM) variations over Nov 11, 2016 to
Aug 18, 2017 and green line the same over the similar
period previous year. Broken line denotes YOY variations.
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Observations

» Decline in C bottomed out by Dec 9 after which,

it gradually moved up. The decline was owing to:
(a) depositing SBNs with banks, (b) inadequate
availability of LDN and (c) use-up of whatever
LDN the public had for unstoppable transaction
needs.

While between Oct 28 and Dec 9, C declined by
INR 9.2 trillion or 54%, between Dec 9 and Jul 21,
it recouped by nearly INR 7 trillion or 88%. MoM
variations in the positive quadrant peaked as
on Feb 3 at nearly 21% and thereafter gradually
flattened out reaching 1.4% as on Aug 18.

Over the entire period, C suffered a decline of INR
2.1 trillion, a part of which could be attributed to
switchover to non-cash modes. As on Aug 18, C
was 89% of that a year ago.

Post-demonetization, monthly levels of C
remained below the same in the previous year
(except as on Nov 11), but the gap between the
two gradually bridged.

Convergence of MoM variations in the post-
demonetization period and corresponding period
previous year began as on Apr 28 denoting
beginning of the normalization which thenceforth
progressed steadily.

Section 3: Impact on Financial Intermediation by
Banks

Liabilities Side

In “special” businesses like banking, retail deposits
constitute a lion’s share of the liabilities. On Oct 28,
2016, customers’ deposits constituted 97.9% of the
total liabilities of the Scheduled Commercial Banks

(SCBs). Table 3 and Chart 4 present the impact
analysis.

Observations

>

In the post-demonetization period, quite naturally,
accruals of DD were higher compared to the
similar period in the previous year. The variations
in the accruals in the former were much below
those in the latter indicating the public demand
to keep liquid cash. In fact, the outstanding DD
remained near-static at around INR 11 trillion.
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Table 3: Impact on Customers’ Deposits

Chart 4: Deposits - YOY Growth and

(INR trillion) Share

Nov 13, 15 -0.41| 0.03|Nov 11,16 0.24| 1.07

Dec 11, 15 -0.17| 0.64 | Dec 9, 16 1.39| 4.68

Jan 8, 16 -0.23| 1.57|Jan6, 17 137| 4.63

Feb 5, 16 -0.05| 2.23|Feb3,17 129 450

Mar 4, 16 0.13| 251 |Mar3,17 1.38| 4.21

Apr 1,16 2.32| 3.45|Mar31,17 352| 475

Apr 29, 16 0.58 | 3.76 | Apr 28, 17 1.82| 450 I IR SRS R
> 0 80 &8 & 5 >mgEg 3 oo

May 27, 16 0.30| 3.93|May 26, 17 1.44| 4.24 SRS ESZEESAZ

Jun 24, 16 0.39 | 4.13|Jun 23,17 1.81 4.41
2016 2017

Jul 22, 16 0.22| 5.09 |Jul21,17 152| 4.42

Aug 19, 16 0.45| 5.42|Aug 18,17 169| 5.20 DD/Tot. Dep. ==——=DD =——TD

cv 227.9% | 58.6% | CV 48.4% | 25.6% o J

Mar 31 figures were ‘outliers’ due to the usual year-end window-dressing. CV — Coefficient of Variation.

>
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The share of DD gradually increased from below
10% as on Nov 11 to 12% as on Mar 31 and
thereafter tapered off to 10.2% as on Jul 21 and
10.4% as on Aug 18.

In the post-demonetization period, accruals of TD
were also higher than those in the corresponding
period previous year till Jun 24. The TD accruals
even exceeded the DD accruals. It is conjectured
that most of the TD would have occurred at
the shorter-end of maturities. While this aspect
requires deeper investigation, limited evidence
from the maturity pattern of deposits at Mar-
end 2017 in respect State Bank of India (SBI),
a Public Sector Bank (PSB), and three Private
Sector Banks (PVTBs), namely, Axis Bank, ICICI
Bank and HDFC Bank revealed that deposits with
maturity ‘up to 6 months’ stood respectively at
30.5% (26.1%), 21.1% (19.8%), 26.5% (20.5%)
and 24.9% (24.8%) [Brackets denote the previous
year’s position].

July - September 2017

» Apart from demonetization, one-off factors
such as the redemption of Foreign Currency
Non-Resident (Bank) deposits mobilized under
the RBI swap scheme which coincided with
demonetization, collections under the Pradhan
Mantri Garib Kalyan Deposit Scheme and
payment of Seventh Central Pay Commission
awards influenced deposit accretion.

» In the post-demonetization period, the variations
in accruals were below those in the similar period
previous year. This implies not much activities
in the TD portfolio of banks which could be
attributed to uncertainty among people about
their cash holdings. The outstanding TD hovered
around INR 95 trillion.

PMJDY Deposits

Controversy surrounded the Pradhan Mantri Jan-
Dhan Yojana Accounts (PMJDYAs), as these evolved
as conduits for depositing the illegalized notes. Chart
5 examines this aspect.
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Chart 5: Impact on PMJDYAs (Nov 2 - Aug 23)
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Observations

>

In the post-demonetization period, data on Zero
Balance Accounts were available up to Mar 15.
During Nov 9 to Mar 15, the number of Non-Zero
Balance Accounts (NZBAs) increased by 17.7
million or 9.1%, and its share in the total number
of accounts increased from 76.7% to 77.2% as
on Nov 30, i.e., by 50 bps, which thereafter fell
precipitously before rising again to 76.2% as on
Mar 15.

As on Dec 7, the Average Balance per Non-Zero
Balance Account (ABPNZBA) was over INR 3,750
but fell almost continuously to reach below INR
3,000 as on Mar 15. During Nov 9 to Mar 15,
ABPNZBA ruled above the Average Balance per
Total Account (ABPTA) in the ranged of 30-33%.

Similarly, compared to Nov 9, ABPNZBA was
60.9% higher as on Dec 7 but thereafter fell
sharply to 28.3% as on Mar 15.

The ratio of total balance outstanding in PMJDYAs
to aggregate deposits of SCBs which was 0.45%
in the beginning of demonetization surged to
0.70% in Dec first week but gradually diminished
and floated around 0.60% thereafter.

The above analysis indicates that PMJDYAs did
see unusual inflows, which, however, reduced
after checks were put.
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Assets Side

The second leg in the financial intermediation process
is usage of deposits for lending purposes. Besides,
banks also invest in securities of the government
(predominantly) and the private sector. On Oct 28,
2016, credit, and investments in government and
approved securities constituted 93.1% of the SCBs’
assets. Table 4 and Chart 6 present the impact
analysis on the two items.

Observations

>

In the post-demonetization period, investments
accruals far exceeded those in the similar period
in the previous year. During Nov 11 to Jul 21, there
was a net addition of INR 4.15 trillion. The share of
investments in total assets increased from 25.9%
as on Nov 11 to a high of 30.7% as on Jan 6 and
decelerated thereafter to settle at around 28%
May 26 onwards till Aug 18.

Credit deployment suffered as evidenced by the
negative accruals in the initial period as well as
lower figures afterwards, compared to those in
the similar period previous year. It is noteworthy
that credit dispensation has been highly sluggish
for quite some time now due to several reasons
other than demonetization. The outstanding
loans were grooved in INR 76 trillion. Between
Nov 11 and Aug 18, credit deployment was just
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Chart 6: Investments and Loans —
Growth and Share

Table 4: Impact on Investments and Loans
(INR trillion)

Pre-demonetization Post-demonetization

( N
Accrual since Inv.*  Loans Accrual since Inv.*  Loans 0% _ I -
Oct 30, 15 as on Oct 28, 16 as on 60% 1
Nov 13, 15 0.12 0.19 | Nov 11, 16 0.03 -0.59 50%
Dec 11, 15 0.64 1.45 | Dec 9, 16 3.85 -0.73 40%
Jan 8, 16 0.57| 2.56|Jan6, 17 7.40 |0.01 30% N
Feb 5, 16 0.80| 3.31|Feb3, 17 580 |0.67 20% T
. e

Mar 4, 16 0.49 4.26 | Mar 3, 17 4.35 1.04 10% o l .
Apr1, 16 -0.87 7.06 | Mar 31, 17 1.48 4.70 0% hax; LTt 1
Apr 29, 16 0.23 | 4.38 | Apr28, 17 3.00 [1.33 RN R R
May 27, 16 0.63| 4.32|May26, 17 330 |1.81 § S=E35 3 §§§ E %"
Jun 24, 16 0.77 4.33 | Jun 23, 17 3.38 2.52
Jul 22, 16 1.23 4.46 | Jul 21,17 3.79 2.76 2016 2017

. . . : . . Inv./Assets [—Loans/Assets
Aug 19, 16 1.40 4.53 | Aug 18, 17 417 2.92

Inv. Loans

Ccv 110.1% | 48.9% | CV 52.8% | 110.9% \_

* Investment in government and approved securities.

INR 3.51 trillion. This was also responsible for
high investments in government and approved
securities.

» The share of loans in total assets increased from
61.8% as on Dec 9 to a high of 67.1% as on Mar
31 and decelerated thereafter to settle at below
66% Apr 28 onwards till Aug 18.

» Retail loans contributed a lot to growth in non-
food loans. Between Nov 25, 2016 and Jul 21,
2017, incremental retail loans constituted nearly
45% of incremental non-food loans.

» During Nov 11 to Aug 18, average fortnightly
balances outstanding with RBI increased by
15.2% to INR 4.5 trillion over the corresponding
period previous year (high: INR 7.8 trillion as
on Dec 11 when it more than doubled and low:
INR 4.1 trillion as on Nov 13). It is noteworthy
here that RBI had imposed an incremental Cash
Reserve Ratio (CRR) of 100% of the increase in
net demand and time liabilities (between Sep 16,
2016 and Nov 11, 2016) on Nov 26, 2016.

28 July - September 2017

> Similarly, average fortnightly inter-bank balances
outstanding increased by 17.1% to INR 1.9 trillion
over the corresponding period of the previous
year (high: INR 2.0 trillion as on May 13 and low:
INR 1.8 trillion as on Mar 4).

Business Ratios

The consequential impact was visible on the Credit-
Deposit (C-D) and Investment-Deposit (I-D) ratios.
While the former remained near-stationary, hovering
around 72%, the latter, though increased initially and
later tapered, stayed at around 31%. Compared to a
year ago, as on Aug 18, 2017, the incremental C-D
ratio dropped to 45.9% from 79% and the incremental
I-D ratio shot up to 50.6% from 18.1%.

Earnings and Expenses

The analysis covers a sample of three major PSBs
(SBI, Bank of Baroda and Punjab National Bank) and
the three PVTBs, as mentioned earlier, and pertains to
five possible items on earnings and expenses sides
to have been impacted by demonetization. Table 5
presents the results.
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Table 5: Impact on Earnings and Expenditure (YOY Growth)

Bank Interest/Discount Earned on Net Profit from Expenses
Group | Advances/bills | RBIand other |Investments sale | Interest paid on Operating
inter-bank fund deposits expenses
balances
16/15 17/16 16/15 17/16 16/15 17/16 16/15 17/16 16/15 17/16
Public 1.1% | 0.05% -1.1% | 91.9% | 30.1% | 118.1% 8.5% 2.6% 6.7% 7.4%
Private 15.3% 9.6% | -13.6% | 879% | 96.2% | 117.7% | 14.1% 7.6% | 14.6% 17.3%

Source: Based on respective balance sheets.

Observations

» That lending activities were numb, despite
repeated rate cuts, was reflected in substantial
fall in YOY growth in interest/discount earned
on advances/bills in respect of both the bank
categories — woefully so in respect of PSBs.

» In the absence of lending, banks parked funds
with RBI and other banks — predominantly with
the former - and therefore interest income from
it rose. This was despite the central bank not
paying interest even on the incremental CRR
impounded to manage the demonetization-
induced extraordinary liquidity conditions.

> Lower interest income from loans on one hand
and generally soft money market rates on the
other led banks to book profits in the fixed income
securities, i.e., mostly government and approved
securities and therefore profits from this account
jumped.

» Despite massive deposits accretions, depressed
interest rates thereon resulted in lower interest
outgo.

» A part of the increase in operating expenses
could be attributed to various extraordinary
operations that demonetization entailed for banks
to undertake as well as increased insurance cost
including deposit insurance premium.
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Thus, it is concluded that demonetization did not
alleviate the ongoing sluggishness in the financial
intermediation function by banks. Moreover, a tilt
towards ‘narrow banking’ was noticed. However, it
is noteworthy that SCBs’ support to the corporates
by way of investment in commercial papers, and
shares and bonds/debentures issued by the public/
private sector and other entities increased in the post-
demonetization period. During Nov 2016 to Jun 2017,
the YOQY variations on these counts ranged between
15.1% and 37.9% with the median at 27.9%.

Post-demonetization, financial disintermediation set
in as reflected in, inter alia, increased purchases of
Mutual Fund (MF) units — both at individual and bank
levels. Based on data sourced from Association of
Mutual Funds in India, during Nov 2016 to Aug 2017,
mutual funds sales and redemptions went up by 24.5%
and 23.6% respectively, and consequently, net inflows
leapt 114.8% over the corresponding period previous
year to INR 2.95 trillion. SCBs’ investments in MFs as
on Jun 23, 2017 was 22.1% above that a year ago.
However, it may not be correct to attribute the entire
increase in MFs’ inflows to demonetization, since
a large number of rather financially ‘sophisticated’
people have been moving to MFs, even before Nov
8, due to low rates on bank deposits coupled with
buoyancy in the stock markets and aided by MFs’
marketing efforts.

29
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Unusual upsurge marked life insurance premium collections, especially in Nov 2016 when these grew by
112.6% despite the number of policies falling by 15.3% (YOY) combined. This implied that high-value policies

were taken by relatively less number of people. YOY, the average premium per policy in Nov 2016 escalated
by 151% to INR 1,02,386, and this was majorly owing to single premium policies - both individual and group
(Based on Life Insurance Council data).

Section 4: Impact on Payment Systems

As mentioned earlier, a parallel objective of demonetization was to move towards a ‘less-cash’ economy. Table 6
(A to C) presents data pertaining to the transformation the Payment Systems underwent, post-demonetization.

Table 6A: Impact on Payment Systems

(Volume in million, Value in INR billion and AVPT in INR thousand)

Total YOY Ccv
Category Attribute iati
15-16 (Nov-Jul) 16-17 (Nov—Jul) Variation 46 17 (Nov-Jul)
Real Time Gross Volume 72.8 83.9 15.1%
i Settlement (RTGS)*
E Value 560,657.1 701,980.8 25.2%
@ AVPT 7,698.2 8,371.9 8.8% 6.9%
Cheque Truncation System | Volume 716.3 931.6 30.1%
CTS
= = Value 52,929.5 59,395.3 12.2%
g AVPT 73.9 63.8 -13.7% 11.1%
(8}
5 Non-MICR Clearing Volume 82.4 60.2 -26.9%
o
c Value 7,182.9 3,775.6 -47.4%
AVPT 87.2 62.7 -28.1% 15.0%
National Electronic Funds | Volume 8,145.4 1,387.9 -83.0%
Transfer (NEFT)
Value 8,145.4 108,145.8 1227.7%
AVPT 1.0 77.9| 7691.9% 9.0%
= Electronic Clearing Service | Volume 105.9 8.0 -92.5%
= ECS
3 (ECS) Value 1,022.6 101.7|  -90.1%
()
K] AVPT 9.7 12.7 31.8% 27.3%
c
o
-3 Immediate Payment Volume 228.2 545.2 138.9%
K Service (IMPS)
g Value 1,691.4 4,643.8 174.6%
‘©
2 AVPT 7.4 8.5 14.9% 4.9%
National Automated Volume 1,429.2 1,708.1 19.5%
Clearing House (NACH)
Value 4,359.8 6,714.4 54.0%
AVPT 3.1 3.9 28.9% 11.9%
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Cv

Total

Category Attribute YOY
15-16 (Nov-Jul) 16-17 (Nov—Jul) Variation  4g 47 (Noy—Jul)
Credit Card at ATM Volume 5.1 4.3 -15.3%
Value 25.0 18.5 -26.0%
AVPT 4.9 4.3 -12.6% 21.2%
Credit Card at POS Volume 651.0 971.5 49.2%
Value 1,998.1 2,912.1 45.7%
) AVPT 3.1 3.0 -2.3% 6.4%
é Debit Card at ATM Volume 6,452.5 5,993.7 71%
B Value 19,868.1 16,646.0 -16.2%
% AVPT 3.1 2.8 -9.8% 25.8%
3 Debit Card at POS Volume 1,034.1 25453 | 146.1%
Value 1,332.0 3,574.9 168.4%
AVPT 1.3 1.4 9.0% 3.9%
Prepaid Instruments (PPIs) | Volume 629.1 2,504.5 298.1%
Value 441.5 855.5 93.8%
AVPT 0.7 0.3 -51.3% 9.9%
o Volume 4571 920.0 101.3%
% é Value 4,786.1 14,031.6 198.2%
s E* AVPT 10.5 15.3 45.7% 14.0%

# Systemically Important Financial Market Infrastructure. * Relates to customer transactions only. POS — Point of Sale. AVPT — Average Value

Per Transaction.

Table 6B: Impact on the (de novo) Modes

Mode Attribute Dec-16 Jun-17 Variation
Unified Payment | Volume 1.92 6.01 212.6%
Interface (UP* T'yaye 6.98| 17.81| 155.0%

AVPT 3.6 3.0 -18.4%
BHIM Volume 0.04 5.43 | 13378.6%
Value 0.02 16.00 | 93320.4%
AVPT 0.4 2.9 593.1%
Unstructured Volume 0.03 0.19 655.3%
ng\,?ézr%z?;ary Value 002| 030] 1611.2%
(USSD) 2.0 AVPT 0.7 1.6 126.6%
USSD 1.0& Volume 5.92 1.55 -73.9%
Value 0.01 | 0.0002 -97.2%
AVPT 0.0 0.0 -89.3%

BHIM - Bharat Interface for Money. * Ex BHIM and USSD.
& from Nov-16. Data sourced from the National Payment
Corporation of India Web Site.
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Table 6C: Card Infrastructure

Additional o
(Nov - Jul) %

variation

15-16 16-17

Total Cards (million) 66.63 63.75 -20.4%
(a) Credit Cards 3.06 4.28 20.9%
(million)

(b) Debit Cards 63.57 59.47 -22.4%
(million)

No. of ATMs 23,552 2,680 -87.2%
No. of POS 172,445 | 1,249,399 629.9%

Observations

» Going by volume and value, four modes, namely,
non-MICR cheque clearing, ECS, and credit and
debit card usage at ATMs registered declines. The
decline in card usage at ATMs could be attributed
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to interplay of several factors like less availability
of cash, restrictions imposed by banks on cash
withdrawal and marginal changes in spending
habits. Reduction in non-MICR cheque clearing is
a favourable sign.

The remaining nine modes recorded upward
movements varying in the range of 15.1% to
298.1% (volume) and 12.4% to 1227.7% (value).

AVPT denotes confidence and spread of the
users. AVPT fell in respect of paper clearing (both
modes), credit card usage at ATM and POS, debit
card usage at ATM and PPI. In the remaining
seven modes, the variations were positive in the
range of 8.8% to 7691.9%. Nevertheless, the
AVPT values remained low which coupled with
low coefficients of variation indicated no large
shifts in the usage of the modes. However, on
the positive side, it indicated that small spenders
were adopting these channels.

The relatively de novo channels such as BHIM
and USSD 2.0 reflected tremendous performance
in respect of the three attributes, albeit on low
bases.

During Nov 2016 to Jun 2017, the number of
additional cards declined by over 20% on account
of debit cards. The number of new ATMs added
during the period was one-ninth of that a year
ago. Contrastingly, the number of POS showed
runaway growth which augurs well for the future
of non-cash modes.

RuPay cards registered promising growth in
respect of both volume and value at 75.3%
and 26.6% respectively during Nov 2016 to Jul
2017. AVPT at about INR 1,000 in Jul was 27.8%
below that in Nov 2016, but reflected its wide
acceptability among the small spenders.

Finally, inter-month fluctuations in many modes
implied that experimentation was on, and the
trends were yet to crystallize.
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Section 5: Policy Issues
Reviving Financial Intermediation

In order to rejuvenate the financial intermediation
process, the second leg, i.e., lending needs to be
kickstarted. That would necessitate energizing a
constellation of forces, majorly by the government.
The general perception that lower lending rates will
do the trick may not be correct, especially when
the private investment is not forthcoming to the
extent desired; it can be stimulated if and only if the
government spending, especially on projects with
high multiplier potential is augmented in a planned
way. Post-demonetization, the government is fiscally
well-armed to undertake this.

Banks are loaded with stressed assets as well as
in ‘once-bitten-twice-shy’ mood to step up lending;
therefore, lower Policy Rates will hardly translate
into commensurate lowering of lending rates. It
may benefit borrowers, but not (retail) depositors. In
essence, the malady of stressed assets is becoming
contagious for the liabilities side, which, ultimately,
may drive the financial intermediation by banks to
moribund state. Moreover, very low rates generate
financial stability issues.

Suggestions for
to more

retail depositors to migrate
remunerative market-based financial
products abound. All that is good for the financially
‘sophisticated’. Moreover, portfolio hopping entails
inescapable costs. As a significant chunk of the
population is financially illiterate and lacks the
minimum risk appetite, financially and emotionally, it
will take a long time for them to be market-savvy.

Finally, durable and impactful solutions need to be
found and acted upon, with alacrity, for restoring
the health of the entire banking system, instead of
individual banks.
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Augmenting Digital Payment Systems (DPS)

A three-pronged strategy is suggested to embolden
DPS. These are: (a) Push Strategy, (b) Pull Strategy
and (c) Ground Preparation Strategy.

Push strategy aims at motivating people to minimize
their cash-use to the extent possible and avail of the
digital services provided by banks. In this direction:

>

The first, but the most vital, step is to expand the
outreach of the Financial Inclusion programme
with utmost sincerity which must be backed by
financial or digital literacy efforts.

There must be disincentives for cash transactions
beyond a stipulated limit to be determined
realistically though, by factoring in, for example,
inflation levels, seasonal cash demand and broad
categories of products/services.

Severe punishments — both fiscal and legal - have
to be meted out to currency ‘hoarders’ instead of
coaxing and cajoling them through various kinds
of amnesty and similar schemes.

While the Goods and Services Tax is a step in right
direction, similar changes are needed in the direct
tax system in sync with the changing environment
and technological advancement so that people’s
propensity to ‘hoard’ cash diminishes.

Electoral reforms are essential to curb excessive
cash-use. Government expenditure on holding
elections per se which has zoomed over time®
may have to be reduced, and wherever feasible,
carried out through banking or digital channels.

Finally, a safe and sound banking system instils
trust and confidence in people to transact through
banks.

Pull strategy aims at incentivizing people to make
increasing use of DPS. In this direction:

>

It is imperative for the banking system to institute
payment mechanisms which can meet the

users’ expectations in terms of speed, accuracy,
cost-effectiveness, simplicity and integrity of
transactions. The major considerations for banks
include: cost of acquisition and maintenance of
the systems, their scalability, interoperability and
adaptability, and cost of or resilience against
technological obsolescence, which assumes
significance against rapidly mutating technology.
All these necessitate massive capital investments
on regular basis. Against the current state of
financial conditions of banks, especially PSBs,
combined with the recapitalization money
targeted at ‘repairing’ the balance sheets, banks
will have to explore (a) mutual sharing of payment
systems, (b) collaboration with financially sound
and technologically resilient FinTech companies
and (c) hiving off the payment systems to separate
subsidiaries and subsequently,
these suitably. Privatization of critical verticals of
DPS is prima facie ruled out due to inherent risks.

corporatizing

DPS necessitates specialized skills. Along with
high calibre IT professionals, banks would
require costing professionals, data scientists,
analytics professionals, behavioural economists,
technology risk managers and cyber law experts.
Therefore, banks have to tilt their HR policies
in favour of ‘recruiting and retaining’ such
specialized staff.

Customers’ data are the ‘crown jewels’ and
hence, ensuring their security is vital. Instituting
tight policies and laws against data security
breaches and enforcing those strictly, timely and
transparently is essential.

DPS is fraught with several technological risks
which are exacerbated by “hacktivism”. An Indian
Institute of Technology (Kanpur) study reveals that
72% of cybercrimes starts with the financial sector.
Further, as per Indian Computer Emergency
Response Team (CERT-In), 50 incidents affecting

2In the 2014 General Elections, it stood at about INR 39 billion which was 3.5 times that in the previous one.
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19 financial organizations were reported in the
post-demonetization period up to Jun 2017 and
it issued 21 advisories covering various digital
payment modes. Therefore, banks have to be
extra prudent while providing for technology risks
and dealing with cyber frauds.

» Regulation of DPS has emerged as a complex
issue worldwide, which requires not only
cooperation between the regulator and banks
within the country but also harmonization of
cross-border laws and practices through global
cooperation. Regulations have to be dynamic and
focused on larger issues rather than becoming
microscopic, e.g., regulating pricing of digital
services which should be left to banks.

Ground Preparation strategy envisages bigger role
for the government in allocating natural resources
to the service providers such as spectrum, land and
electricity in time and competitively. Similarly, the

regulator needs to allot licences to the intending
players fast without compromising on viability and
soundness issues. As in the past, RBI has been taking
several proactive measures with a view to fostering
orderly development of DPS.

Section 6: Concluding Remarks

In nutshell, financial intermediation is still eclipsed,
but a new dawn has surfaced for DPS. Banks are
still adjusting to the transition, contrary to many who
endeavor to draw hasty inferences based on just
ten-month experience of such a gargantuan policy
intervention. While revival of loans to the productive
sectors is of prime importance from long-term growth
prospects, advancing DPS is crucial for conserving
the fruits of growth.

Cash will remain the king for quite some time, as
consumers’ emotions, attitudes, habits and behaviors
die hard.

v

Indian Institute of Banking & Finance
“Banking Chanakya” Quiz

“Banking Chanakya” is a Quiz contest open to all staff members currently employed in any bank, located
anywhere in India. For details logon to http://www.bankingchanakya.com/. The registration window is
open from 1%t October 2017 to 7" November 2017. This contest is divided into three parts.

a. The first preliminary round is a zone wise on-line contest. The Teams can participate in the preliminary

round from the comfort of their office/home.

The second part is the on-ground event consisting of Zonal level events. Four on-ground events in four

different Zones (North, South, East and West)

The third part is the National Finale with the winning teams from each Zone which will also be telecast

on a National TV Channel.
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EACERR EANE GRS

FA 9T F g W A R e & 399w
SaTe) TR 21 Tk W% T |l o Al @ S i e
B9 gU Rt R A § T § U W -
TRERT & ¥ Al 2| U HAER SfeTee i W
TG # e 31 36 A T g o 3 At @
2 FoFTaht ot aTeet BTl § W 3 37 I GIRT gL AT
I = A & T AT Bl R T 21 g e
T TAE FHFGR ARG T Hlararell sl garedied
FA o -G G SRiTEe i ASE il
21 20 U1 e PR & UeT T o) A @ 2
dfhTT e ger oTvE ¥ TS §U €1 U WU & AT
firerent =1 for Hoerdl g ST feern ST 21 59 B
TN 3 H R HE A IR R de g S
fru STa 81 Rtel sleh a1 BHIX 391 & HE e ol o
T 21 qeT o fereRor o1 il dept & SR B 21 &
§ fafi=r il & s 8 o W) & & o, o
%, Te d, A TR 4 STl AT ST g
ST &, Feple 3 feTT 3 ool & T 37 & 2

fogienTor =t =won

TR 391 T &1 O T AN A § el bt ferent
fepert Feqel 8, 98 e % fAu 99 g w9 9
W G ST @11 8 FoeR, 2016 <l T IHAH TIHR
g0 Y T T SOT F SFER 1000 3R 500 T F
U A1dl I Afeifid Y 3= <o 9 SeY ST e T
T a3 Al A & fagden & fau fodiy w9 ¥

I Yeideh, S it gfean
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% I8 T SR &| 3hS] & TR 3T hl oA Fohal
H g A1l 1 qod 85 WA & Hld o1l g ksl
st 1 o S e i o 3 s A
# off 9 dF (N 37 F AFS K qRAT Rad dp)
SFfeTET Sl TR 93 T & Adl @l & Y s
21 SR & foru 3t # 80 TN o1 100 R
& I Y @1 ST F 90% FhE 10000 3T F A Y
2139 10000 3 & T A 1 g ft HA 100 SR
& e A 2

2016 H fohar T fARH TR < H 3§ We HI
et T ]1 e forgsey o 1946 # SR EW
a¥ 1978 ® fopan T o fist etefd 1978 & @i 3@
IR & it & ol 38 Nl I ol THY Sid Il
21 39 9K % en Y o el IR A8 B ST
el 1978 H 10,000; 5,000 T 1,000 T a1 Al
I § T A {u M g i 5w fadiea g
e 3UAH Hel & A qod & T ufawrd 9 off A
o7l fusel forelenton & THT gd S AT THE Tiferd
T ¥ i T IS oI & A FA & Al & aw

T A A1 39 IR OgEmd go A T T qoA B
T 85 UfqeTd ol

1978 ® U T fagdiee Y T SIX @ A ot 3
I Pl 9% A BT 45 AR depl o G WAl
& WA § o1l 39 aR & et § dhael 5 ufaerd
A I & dhl F WHR TS F ) TR a9k T8
R Srefeeree 1 SR eha BiaT o1 Td aifiesh
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i ¥ SOH S[SE ot 37T ST 7 on| &=
ferfq R 21 6 wfte @ aifen Y foere X % T
3T & forva &t SWRh areferermsti § v W 2 o
THHIMS BRA & AR a8 2017 H THR & fG0a §
TR srefeereen faw § Qrad @ W 1 fgde &
U FHSH T 3T UGl 1 e hid GHT g1 Al
& § @ ST =18y

N & W o SR A ot forgdientur & 3T SuH F
fred 31 STETaR A § 9 TN T aH Iod JEhI
& YT A & fTT IS ST & 8| dehel &9 3
1991 #, SSiel 7 1994 H U =R | 1964 TAT 1985
4 famgien 1 ged g€ of|

ferslreTmr & sew

IRd # 39 faudesto &t dmon & Fer T o a7 e
HTA Y o GIH, 3Tcehl GISAT hl HiST &l 3T HA
T AN ardfas efee H gHFR steaer
¥ @A B AF & AU IS T 2| T T e
TWHN  Hoomedl # el T of R 99 § wH TJed
el sreferawe (SN ¥ ) oM @ Sed ¢
forgiecor 1 39 YT F gy off e @ T
fordll off <91 & T el ¥ A g STHHRY ST o
qRrehet B 21 9RA § ot et o Y His[ETh 1 BIS
fafeera st Sude @ 21 R Avee e
(3T TH UH) & TAFI & STTAR W & e &
T g SR % HiT Th T F RN 2|
IR g ¥ 337 i frafha sreferaen | wita & s&
@ Y 2T F foa § wh Heg e

fereientor <l SooT § el WLRR A ATl SO
QUE 3T TN YU PN X AN H TH I
R e on| S7g =N FSHET 2016 AH § AT 39
AISHI I 32¢F Bl ¥ I AL AT 41| ST 3AhS
SYA § I WK g9 AISHI & ST el 65250
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IS TIAT <l STEIT Ul o1 gardn fohar T 59l
WHR Dl 3= (o ff wre gl e off Sucifer
TLHR 1 M F HH &

ferdientor I eI Sivon i arelt o AT g
T &1 7Y Siifercg o1l T &l foeie of fom
I Ig =9 ST el i TS 21 dl SUT A e
& fawa & S

e § TR w1 T

TN < H Tohel Be] 3T (STENT) § Fehel ol 3Tar
12% 81 R & =g e 7.4, GH § 5.7, HARI
%37 wd A A 1.4 21 eAX 9 H g Rm A
FRIGR A S el W@ € 9 e 98 9o & A1 W
sy frreft @t st T @1 &t 2000-2001 F &% Hod
(¥ 500 TS 1000) F T H AR Afawrd 26 o
STt A= 2016 T &€ HT 85.2 & AT °1| A 9 H
3T BRITR Tehe; TAMRT A-3h< & foar ST 21 T
AT S € R faehfad St B qo # faerstier @
sreafasmfad et H foxiia Geaaert § Fod w fasfear
ST A 81 U IR AR ] R AR 1 ufeenfud
L I IYFHH Tepl § YT hl Sgerdl faepd
T T8 o Tehell 81 9% AT H g A-3T B
T YA ST @ TS HAL TGl gRT T AR
Tohe ARFA F AWM 7| T e BT o T
FrheTdl P TGET 4 B Wl A Heg 7w &
Aot forr fewre-ferdmel areft Js1 & Gora | Aeg STe
T € St T fed F R R

fengsireRTur = gyt

I AT a1 F ARN B T § AR B b G
g fgepd S W@ €1 N Bl o1 &) e
ehe, RT3 &9 F &, 7 & T el ST Hehal ¢ foh qoE
e, TRT el 49 81 el 3T Ghe & &l T a1
¥ 3T Y SIoT FrerEd g €1 gihg o d B
g @A St @ 3iR fershel 39 W 7 Frifa o &
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<A T T8 hIell & o Sl @1 37 fergdientor gl
TE ¥ H ¥ B GHEAT HL M, I8 941 o1 e
T B1 W e o A gue § fued § 598 39 Heg
ST firett 31

forgiienur <t =Nwon o & 5T <18 500 T 2000 T %
AT AT T F o MY A9 @ & F @ AT [T
AR § T, PR e fewmed H At fire €
ATfaeh Ta TUHTT STeieTareen

Th I seforaen 3§ e S e dw fadde
HeFaRR W s el 7 &, HeHdeRl W AT <A
& T TTeTd HeAasRl sl YRl Uo YehgT 379 B
3R T I [Tl § Tgel sl MR sTefeaaen
1 fef o1 foveronr L 1 48 o] & & A W
e Tl Té Il ff| Fohe i-S el SEeAdl & BRI
HeAagR] shl AT STeT <t g3l &l ahdall o, 37 W FRreft
TG ft qhet I o1l <91 H FHMAIR Tefeaen 310
e TRt ST T off | THFRR Srefetaeen & &8 JHaH
21 srefeet 1 g € fop TR o1 et qgl i wo
¥ TR A M 31 T THER ST GEARR Srfeae
&1 fraR Bar @ A Wy srdferee fawedt S 2
frrdi &1 ured A T, 99 alieh § L JhH Al
1 e fIRaT @1 TR 1 Tted Y @i o @it &
21 i s # W@ Jw A g o Ry Al 2
F8 M-I Al ol TAFR Sfeawe &l M wel
& feral 1, Atk TUT &9 F 31 HUST e S 2|
91 foRdY ARt T ST e @, sHfaw ittt
St ST 21 foreientor § WM sfeferaen i gl
e T 2|

LRIEe

forTEientor St TR T 8l TNl S9! 35T < & foT
o FA HE T ot 3R S gfvered o 3 W UR off

UM YNl U % fU d% 9 W@ U aife s
fe 3K A A IR Y ST EH| T § ST R T
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At o Fiia g9a-gmr & f R @ A S RO A
oo & fT foRiy ke @it MUl S A WA g
do srfafed gwa & foau qon sfedl & fa off g
W U faf et % i O & SR de wrEnsi
&I S A A A} A ST A | T A T A b
T A F AR /Y R R T Al 8 a9
UG AT A1 BIUA T8 q9 ST T T HIR 88 T6
qEAT fman ST gl

el % A 9% F O § d wmael 3 g
T A Al 1 Jar & AR it 3 {5 w3
uier o 3E A § el & ufa fawer ik s e
2 T AT R ST Fe R ¥ tE 91 o, o1
deh § @I @iei & oY 3 ST | deh h STATn
T Hgd U SR S Tgel el T T W 3 9 39
T T T

3 S A fade & T Fedd S WA IR #
ITANT foham| @ ves f&dt saart gry ot sTaeman T
3 ST Sl & § Alaeid) § qfyehed Té 7%, F8 Feel
S TR A A SgEEEE Sl A o @
W A GU 4 o6 a8 39 o A sreat e ¢ 3R
Y YRMER & U | A el | g swefemfet
T ot o fodeH # fodemu & 39 WRfAs WHR
FeH el A SR 38 sreforan & yfgww §
eI Saran| fBage el & B @ |t 7 a9
&4 % T wd srenfaa & & fef o g e T
TANT I HIGAT & G U 3| AT qEeH/ S HA
¥ T Hdl O S @l AR A w1 faggetn
1 ST il g8 W T8 gHoh! Teliehrad shi AUl sIgd
FH ot

AcUhIToTeh U SreehTicleh WTd

fdetor Y Swon % J a8 F q-AA T oy
Afvere 9| @ X Bl ITHAT TF AMRET Sl HRER
FS T 6 Hal @ &9 7 o g RO T 3iehst

37

July - September 2017



! foreientor § Sl T <@ T §gd §R SIEE |
A Y T A TS R FeRtor Scre, afire T
el BT I i gffig & i ford TepR Tefiferdt shem|
TS 3TTAM T & Ioh We! Wifered Yl Iga-T STiehrg
frfa «ff fag g1 o fadier & @F 31 & we
T oY ag gAY refere Ao 3N T g weld W
21 59 hed sl Yot I TN T AT ST &
3R I8 ¢ ffe QuRT it fGen & o7 ey e W
21 3ad T 8 & uR off ghafed @) Geifrd &9 &
forgrt e gfgsiifodl & TR W fagdeo & efH-amdt
ol THIET et & 31l ot 81 T | W S ST, St
s Sl % U o1 I ST 7AW T € Sk 9
3T ey YHFT & § Felferd X @ 8

T T W EE & IYe S aeeld o @ 8
WM o § gfg, ofciehl Tl dl ¥4
q T So@ 3w fom & A off S, 2017 &
Nfex # dge § fu o1qe aaed § fopa o, fiwenien
sreferae &1 foar, fefsted oH-31 &1 sgren, afs|
3 T h 314 o & <l el oy ) gferesii
& fomre & SIRT 391 & Teft &t ot e 39 TR &
QT o stefeeee | sarer TR f A <9 %
37 T 90 ufieTa § 3tfies fewa sfaa sttt
& T 8 T8 STl U AT bl T St
TS b &Y H & 81 39 e SR W A HA
fopan St @ 3R A iR Saer fewnd St 21
THR T UM TSR TR Hrishal | § ST el
Torelt Y TR wE W T SR A Bl e @l
& WA § A ol 31 RIRTeT T8 @ R Fel & F of
T T @l # & WA S A T S| 3699 31e
3 o] S IHeRT ST &b fHITT T WRTEIR &l Jepd
9 off #eg fert
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g & HiquT A TT 3T

wiwr (gfaee) IR F o afer @ -3 da @
gHeh Se[E SRR HRISN Tehe & ST & feha ST
21 7 ff &g & Al 19 2 R TR W D A A
e 2 TS QR e S foTT S BT eI o gl
2 AR e faReh ger ier & fepen ST 21 oy
q T IS 1 OTE Wl U & W A @
ST -4, ER-STETeT Bl He ¥ B g &
feTT el 81 3Tiohy ST @ fof forgientor 3 wwerd d
&l AT F et ong @ ST Gha @ & AT e @
<o @1 ¥R 31T H @ @l @ gufory faReht g e
WeR o g 31 STeR i HIT HH B U T qHeT T
# T T T e T A
TuT H 79 Fared qod W ol Wik Aha H H1el g
FrareT aTberep Hfveha QT 21 e % 10 T %
HIR AR IR G- ot 06 T o 37T IseAad &
T T T 1| A% 3 fove Y qwiar @ foR R
arferere 1 Hfosd Iseaet g1 @ A1 & gEd e
F D IYGD B

e TR # FRER v & HAS § qq q | q@I
ol 31 T T FI Gel S-Sl @ 8| Pl foeeT
9o & qd i o7l a1 THY U A Thd) & &Y
¥ I I AT FA R 1 39 BRIV T TR 8
H I T VaTE TGl T 8, Shid SRenife &9 §
S @ et THEM AR IATiTEr o Hegat
¥ T # SI Te <@ 31 e & R e
H FT A FH g & W ST T S A Iwde
St off | Geifrd -3 & areRfar off s 21 fergdienor
T 3R GHIERIRT T off 53T 31 3T gerohifer afk ferl
TR W) g 39 ereforgen § e & ITANT § ong
et 1 o drreH 1 s & § e omE @) Wi |
At =t X § S T iR dewan &
gl et 81 WRa oY fomrenia aw & fog @
ST SR T T Aeeaqyl 2
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el & @ ¥ gfg

T (STe] T e @t & S i) F gfg gl d
H PR AR B fewm @ 21 fogde § dt
%l Th §gA 981 A i SHANRE 9 T 9 ol
T F &Y X frew 21 5 B e BOR B
& foIU d T 9 T WA T@d 9, 98 7 F @@
& T e AT R Sl Sl hIhl TehH & @i §
dept § S A | PN q@T ST dhT F UG K0
M ¥ s FREt 21 5w SRR % oM % dverd
et Y GSTt STTavashdr o A FH AT TS denl
& T: GOl Sl TE WHR & U Tt 9 21 37
Yuad: TWHR Fl 39 77 A THA afad HE arei|
e Rt 3 el fafeem 3g dot @ faew
A I YT 2|

Serfeuer faawur S9ell o1 STENT

FIE/ehu 1 T oIST SRR ¥ gam @ fh onT ot
ATl SEYTHAR & U depfeush faquu (3Meatia
feehiadt) Sell &1 SaET YA B o 71 eI
Y SR BT el e 71 JRes T T, o,
HeTeel deie S8 AEFH] S SuCTedl Td I STANT &l
TESTal A ol fefiiaet slfe & 3T sefila # @ 2
famTa S8 FE! o 3Tihsl ol o@ I Uisd 3i% Iet HYiAl
H T g H LN A I & T 38 IR o Ifg
qorfera 81 fadioee urhor &5 # ene e Gegaerd
&l AT T 7 TAMgeh Uied 36 Gl A0l
ST fomal ST T@T @1 R T T e (e

W @ 31 ) gRI SIRI SThel & STJUR 39 9d <FT H
30 arg § sty W AR T # ) it g
Wi st Sgff Sl gRT A S @1 T @ SwEnT
ft G 7 T 81 AT 9 SR & IR F T
TRUR Tght A iR 98 W T St @ia & 7 ek
Rt oftl @i i SR TEvEsad deh F 31T
TR @0 & @ 2

WA T YA o st yfeear
fergdienor @ 3wl TFHIfE w1 Qe R F AR
T e frm A S deRar e €, 9 e
21 &g HY e ek Sfee o shise S & forw g
T AR FE & Qb [ FR @ 98 o1l e
T ST gRT ¥ e Ut hTAl ST gl @ Forsh
SyArTRdiel S G PR og @ 81 §ed aw §
HIS[g T qoMel T aRdd § ggg o L 3 D hA
el dTell et St T o 7 Tl 2

SERTHRS

e, Ufed Hegaert & He & v &t g faefaa e
Y T ST Fehell | TR It STeey 31+t off af¥rfera
a1 Uit ik W o Al ©1 foxha werer &
TR # off g9 68 €1 TRl  TANT I FATH TR T
A S 3R E-afehTT R Hisg GureEedl W1 G ST
T 7 T oISl §HT &1 98T fused faggients § &
geh fou feem fircht 21 ag gifvera e @ for &9 5
feem ¥ wadh |

v
Bank Quest Articles - Honorarium for the Contributors
S.No. Particulars Honorarium Payable
1 Invited Articles %7000
2 Walk-in Articles 34000
3 Book Review %1000
4 Legal Decisions Affecting Bankers 1000
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Ve
o

fefStet dfehTT ik Tehe-Tfed -3 oy T faehm
¥ 7 R Al 5 81 AR Aehditin e it
Pl quTEH & Shied § 98 U wifaer e 2
5q A1 St ford e # o yRefeiar smwh &, e @
I U F THH WA 5% 8T SR srfeewe wer
A W g TR ¥ f we s @ R dafd
ST 1 T @ UE & W-ue g9 g
@1 off 39 AR 3G IRT H W I @ 3% 39
AT § SUAE S Seq FESTe, WA & A @
T S WAl § o=E 9] 3% e o g f
Y 3l gu fw T&d @ o @l ol &9 § STTe,
e T HeEH Gl

fordientur & o fefSied rrae &t SR & &9 |
T 91 dod <@q Pl e on Akl fgere
et (Treiegue) i Raid o gefere fogdeo
& a5 fefSiedt M & TO% &1 TH B ol
A B T 9 21 YR Retd o & sfiensi @
TN & U Al ST off 379 forgeror # s
fr STl 2015-16 & TAI 9f ot ot stafy # fefSed
YA & 7§ 28% A siiwd gfg €, @ o
2016-17 ¥ 387 55% 1 Ifg E1 A (IY) F 3R
T off v 2016-17 # fefSiea M & 24.29% # Ffg
| Siwet & Farfees, Siq eniey A § & fefiteat -
T A FA G 1 TG FI B IR F TR ST TG

*aftss Teierer (THUTT), e S it wimd
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’j fagieTn ¥ om fefSew Sferm wa faxirar wnerean
!ﬁﬂ_:'

fer@e @ fop SN 391 9 Tohe ol ST a1 @ dsht
T I & @R

G -4 & 3fihel § off 7 T § R fergdientor &
% Geu fefifed a-37 & e oiw e At & e
& T o g 21 Dol (e ), Gritere,
aéudiug ok qierE & W fefSeet Gau oH-347 i
Fel TG G fadieio ¥ Uge STel 91 2016 &
T H AT 30 FUES & off, 98 qaeR, 2016 | F@Hh
HE 50 HUS 3N fGER, 2016 § Ha 85 Fg W
TE TR T e & sty oMYk 21 EE g
SHel ¥ =€, 2017 % HEHT § 98 WA i AR W 70-
80 FUS & o W JHwES THa hy (W)
I G L Al SHUR AYEA YHIE RN
it dfean (TR HeE.) & wsl & qafesw S,
2017 & AEH H JUTE § TH-37 Hl T& 1 HUS &l
IR & TN

THE-UEd -2 1 TH I a1 WA A A,
i AF-A, € IR ¥ €9 &% oF-3d % AEel H
FH F & H Ff A MW Sl & e e
fort o 2015-16 % R W & IO F e A=-3,
STTelt i, WHT IR 9 99 & A9-87 & Yohs 7T HEA
TEHL AT & U TH 560 FUS T & K Hl
g gaTl fomy warer & wfdfteq deient siia (e
PRI gactord IfHe (THaTEY) ht Rdid # I8
fora T &9 garEt 7 fodien & a% wl oE &
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Pt 1 o A 21 afs gw wd fefeet om-a
ST 1 ST TART Y O & gHesti § o A
3

T UHR IR I FH Adhd alel rfeae
H TWE A F T had o @ 7l fdw
T Had # TEW weH AT ST Wk 7| uRfefEt &
TR & He, e & 4R 39 it Tk o) S
7 fefSteet M & fosn 9w o<1 ahen dern S|
TS ff SR TR | ISl & ATk (S &
915 % BE AeH H & 391 H fefSee A # 110 wfer
T H TP g & 7 A SR W fefea At
q i 85 g fefoteet oi-37 fohw <11 <@ 21 TR ot
-o H IRERI SaH, el ¥ W T 8 faxia
TS ek glemnell & feftaetionor W 9K & @ 21
fam wa Sfem glaensit @ fefieetien

TR foaeita gfawmstl & fefSiacientor 7 dehienl &l
TN o W 81 MR R & SIRA T, -9
Y W A, JRAE, JUETES, A RN DS
S T g % IS0 1 (o o § et wd
-3 § € qepeiieh YT ford wdl alfehTT YareT & |
& R I F A oFf a1 21 25 IS -9 @t A
Y Gfeeel 31 &9 faum # STRTH Sad JFT ST Hehdl
21 TR ¥ 2025 T Tehg - Bl 50% Tk
AT < €, 39 fown § wowe § 2 o @ @ ot
& Ahg -3 Pl TR-HH ST BT TR Hewqel
e 2

T I g WHR STel U W feiled e &t
TrfEd X @ 8, 99 @) WEH THE -3 A
gaicaied G ¥ dbl & ARAT § Tehe A-S I
TEM o o @ R WHER o § wehi ROl &
TR, sl A 3T T W Fhg el W g e I
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4 o e €, fraeht o § A feffeet aF-39 ¥q
o A @ B geeRiey T gu e deer &
I F SER o TR @ e § el
YA H §&A | 110.37 ARG O 6 Jig ISt i
T 21

St & Halfesh Lo & 15 & e T |
Tol T 8803% i gig I 1 3T Thighd YT

$HY T B It dH-3A1 H <@ TR
{H 8803%

SR IR 390

3o FrE 350% § S
TH adfeld 104%
U] 52%

T 3Tihsl Td W gfg 1 3@d g A8 el ST Faell
2 fop fefiteet oM & o1 aret o Y wgE YA
e Bt g 3fihel ¥ ¥ ot Tw @ fom R Qi
7 fagint & THT GaU oH-37 9] fefSted e
YT URY fomam o, 9 o1 39 fafia o1ed & &9 H
T @ 21 UHN & A A ehe Y SYARIT JIE
& ST ¥ e, fefed - A gE g &
TR & & W dlE ST =iey | o Sfiest § 7w off
fe 2 fop ferggiemor & o fefSteat = & it
9fg @ 21 9 ¥ § G oF-37 F| AR 3T g
R gfg & AT Micarent &t s/exa &t o e
2 fort Tera, ST Te STTeendT | Fifh HEred
2 for 579 =S & 9 S WSt W 3R Sl el
3 308 w0 S A 41 Refee S B T
IR T a9 A § AL AR 21 R S-S g
B W B9 U T AT @ o) 43 ] S B
ict, 2-UeT I WEAH ST S deh @l @ Eelt
& T 2| AN WigsR 3TN 3 KR & @ 2
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fefSieet dfthT & T S8 SifEdl ) ae § 29 & o
el et off fefiieet aF-3 ¥ TR X W@ 21 W
e & 08 H TeF ao% 3 e sifgm, sife,
THY Td STEeahal i | T & 9P Ufd e o
T e ot <Y feeren W oTgRen oft aoTe @1 39 T
forde 7 N 2 fF o WAl 1 S WA Te-fae
AT a8 3 @ vl off o e R e 7

WHR & foTu off g1t & & & THemaeR o a8 Eer
T, UR, 3 e & S D A S e
fefsteat -39 % fo o€t et &1 o/ @ oifeme
T W SX o @ & o W@ Aol A ST o 2|
Wi oY 19 STRER il e Wi i =JaT 1 I3
| STe 31 & S oS depl & Sfer@ el i ST SN Y
e T 3T off| YR difehTT e & a8 Ted
FST WEeR’ gl o1l &l fawer H off Hiamge afeid S
i A AT TRl gRT 6.15 TG TUT A HiETeE
1 RTeprard <ot S | PIE FAFT B A o SRR
A 3T T B

S #E § ARG WA T & e 150 § e <X
H Tfad A AT TR T Y
arRE & dftedh e g & R g weafa g o
9 e g9 § WRA & Tk off Tl g¢ A1 STHdR
R AT AT S ] R aRg e # Tod % @
T4 S 2| foTeeht SRYF A1 A e Bl ST WA AT
fht 3q AT BT 81 TR FEHIER AGT 3FRT IRy
o7 Sl foed | gueht SMal sk T a1 o1l 519 asie §
STANTERA! 9 T 370 ST T Q| Ugd Ul S T
o e A Rl @

T UGN el & HeASK sopl il Tgal L& Th
e gE F ®Y F I ST ¢ GHER ArAH A
T R 3 e, S ¥ s 9% e
T o WM oed 1 3fiehgl o yatteres, 391 # ferchar

42
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G Pl FSTE T STAM: 19 Al Fgal YLam | =&
T | ST G Wi g R g
W5 Y 6 TR HUS FIT AT T q@H hl STEL
21 weiifen fefSTeeT gRam & s & RO & skl el
1 e T255 3RS Bl WA THAM Bl 8| Selfen
FTET & W sliehtl/foriia Te WrEel GReml |
I 12% T 559 d 2| dheel SR 3 =) sehl
R & ¥ 2015 H HER L& W 96 31 TT 7 fohw
M) e S A S S o e B

TR 397 F WEeR A& guieT Ay ) I ] it
YRS ST F G G T S SR 1 ad
2015 % & NG § W9 6 B e sehT
SUNIET | 2020 TH ITH 300% TR 2025 TH 600%
% I g S 3FE 81 W fEu U iwsl w
T UiedTet § I8 HesT SIS AT ST 9ahell ¢ [
fefSTaet sifehTT ot wAehfirerdT o & 81 W g8 R T8l
fepen ST Wedl foh T8l SHeh HRehl ol e W ohl fehT]
gfemrd 7 g € 9@ qE oI FE AR 3R A TR &
T F1 o G AT IS 7

fe-sfife sfed @9 T AW F 3@ gU T TG &
for TEeR Qe & UcAd A U Feendl Sl Se | A
& Gresie T it & &% ol § T desi Rrened
&St & ST € SR & 5T I8 +ar ¢ b fefiea
s 1 I off A i gLl @ @ i fad gy
el & 89 o= bl 8| U S, fefseet Hreawi
¥ g enfedl ¥ = e A 7| TAE ued |
fefStaet slfehT & STeTT-37eT ARFEl W WA Heh
TTeehi 1 e fean |

SR woTett 3 e B F e I S A o
SRR e i g & o 3% @Y A sreie
AN o & B, W SMEvah WA sXd 39
TR I @S & Tk €8 e oo ST Gehdl 81 KA
H Mg ¥ SH 81 F a5 G g Off e &
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SR 3felie @ler) Y @ 8, W Sieng e
4 fohg WeRR ! Hlehdl T Wiael=rai TeHt =feq 564
ST B

TIEaR TR & A9 & SFER, 9 F WEge TR
¥ U A Aot @ 9% @ & R A 3 STerst %
g8 ST o AR G T ¥ 4 g e
¥ TN F R W F  ARF @ w22
saiea B Fier ot 3, R e ot B B
et o vt 2

T 3T §d RO o Hqlfereh FeFRT ¥Rl i g
T 31 vl iR H@i & d5 UEH B eHd A SIR
PRI ST 2, S T B & T STk Tl Tgo
@ 3T 8| Th Al A o A arEE AR ghT
TEEH 7 g6 S € K T S U SR
FAE W el Aeid 31 W F I8 el ? R o
PIRTA H TLEHH 7 A1 it fed w =& @]
IS Hiet h IR YgaR TR AT I IR
fstd s a1 dF HE aaE T9 H Ad 21 H A
3= 1 i, Treae o o1 39 §, Qe ST9 a% 3%
ST T T STRE QI & ! A T @I § T
@ A Tel S Bl

TIER 03 # U ofiehel & Halfedh dgel gHel
WY ST F oG R -

g TUTE 2014 2015 2016
(A - =8 foxig | 44,679 | 49,415 50,362
el | 3T aEe

+ff vt 2)

ST gRol ¥ ww ¢ fF gRel WY & el §
ai-ex-ad goThT & el 81 g9 SifaRe fari @gsk
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TR T AR STt oY [ o1 <rR sigel S W& &,
FoTeT SO g STEIY § RN ST WendT o

fo<ita W@ 2013-  2014-

2015- 2016-
SO 14 15 16 17

9500 | 13,083 | 16,468 | 19,000

T Jfwsl ¥ e ¢ o dee @ o | 9 a
S 1 AN qH-eX-aN wedl S T Bl WY @,
TR ooy T, e e, Hiee wE el
fetie I % ST g e g &9 wa # 102
depl ¥ 310 88,553 &UT WA © AT 21 3nkeA, 2014 ¥
30 S, 2017 T 46,612 HEA § sl Bl 252 P
FIU I ThEH g 2

T gl ¥ W W ¢ fh adum g9 ) wi w@
T & qafes Tefieat I @1 iR A= gadh
ud g SR ST i STeeas @1 g9 v sl
T4 frame Gemst # 3R A S e 2 el
A g @ g fefSed dRhT gl s
ST ||

AT F el oH-3 o U faw & 9| 9
2 21 e g R 1 2 X Uehl i ST
T & Ad 81 37: el I TeAd -39 &l TH.TH.
TH. 3 Ueh! a1 AT =g STehisr e Tar &¢
off ® 21 R yelerTehel a1 R Ran welsh i R
G H G & Jelee 3T 3w A-a7 g T
off Fefehar sRa-l aril

TAR AW § Uehl & SRR A &M & fog s
AR, ST HIRH, ST geane fed 81 IR
ferd % & feenfey off €1 % o ER RS &
AR § AR -7 T g8 el S ge
do @ & 2, oTEn Ted B @ T JHEE IF
T g ot T AE B uRdE de dfear -
420 (drEHL) & TEA oot P B
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Sl AU S TS & Hlfereh, sfehTT AR
Y ol S R Ul -sfae e 9 gefya @
3t 21 forgd vt wA. weia @ 4 T favem, i Al
FAT BH, TA.TH./Sfoe 1S & T9 F T & Fes
&Y &t Freprd & o SR Rt gl sifueh @1 g
A BT S GGl & ar fge i STed 2|
st 3 Rerehratt 1 et e T feE % R
R TE @ A Th & T & AW, § W HHA
T o @ o Treehl @ off T s R =iy, s
wfoe # T8 Al g @ A 39 WS fesiow &
T 9T ST 9 | qTetifeh < H AN Wee’ B &
Y 4 THR & Treer STl § f9e § ¢ v &t
FHiferat 1 wner & gatwt fee gferdert T Stemdisl
1 9 w1 g a7 T a2

W § feliea dfhm & damd ¥ swe ¥ adchan
T TRl & THAE 30 81 Al 89 e, E9d @,
Teheiich H U1 &1 T8 aIglel ¥ 37ead W ol U &g dh
TIgel I A1 TSt § 79-31Y i GURId W@ Wb
3 FifF T IS B Fid, -0 A1 A9 T S0
W o A W& AT TR S A RHR @S 2
JTFIX YgeR TR 3 7w} vl LA SR STIH!
Y % dp @, fee a1 e wE & G o
21 W STl Y e PeRed AN F SR AT
F a1 @Bl Al % o W gl o qeu™ &
fTT dehTet IE 3T & € SR FF % ag off dobret
TR 4 2

e fRsl & oTgER oft fefSied o=-37 # waean
g EuE & THHE S 21 e, A dh @
MRl foriE STMehR) @ Geiftra g off W W @
Ig gifved X fF a8 dieeig &1 3T Ad a1 @iedt
Y Gefed e 1 et off TR Qi &l HIfmeT 7 |
e g o 3T hicT hiah seh Haell SR HiTY, 34
FIE STHHN 7 €, Fih deh 59 Gy | HIE STHBN
H%’fﬂﬁﬂl%qﬁ%ﬁwéﬁﬁmaﬁaﬁrw
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Fic L alel Y ST a1 @l e | 3T Hiege He
de § TS U a1 3Q FHI A U W) @,
A, Hice, o oS 3 s & 37 SEaEs
STHHR! 0 STHHR &l 7 3| AleRd W g Goel
T A AT P b TFhL B 7 By | SAee T
% fore gefed 9 du wige & & ST H) R &
T JOfpFTH T8 W off FaehdT § TR €| 9 &
TSI ®F A I GINTA Hifedr W U Afea T
SRR TR LA § &9 | ST Wi, §-3 a1 0. TH.
T, % S T B gU AW €1 7w § 9 e A
AT AR 2| BIeifeh GHa-99E T dshl/ WAy R
deh gRT TTER 1 GRIa fRar Sar @ B o el
ot dfthTT @ S TR e T | dp, TERT B
STES ff # @ 71 AfeT e 99 § W ade off
T R A T W ATH O F GG |

ST el § T8 el S Gehdl € fop fadieor &
o feffeat dfh & wfT o @1 Hifs suh B
SR 21 W gHh Gl oSt A € — g9h WA
Y S G| ST HIhl g o forig W&, eehdl
T SEddl W R 21 | a8 ff sl srwe
wifed & bt 21 R off I8 et ST when @ 6 SR
HEEle gug A o, 9F @ fefsteet ol o
g H T 21 W F T & fF AR & 9
& BN Rl T aH &l # fefSied A &b SR
ST ST S9! AR SoM 2 Sedd @ e
HIRRAT W oA 3 I 37 § fefeteet dfh it iR
q o9 8G &9 9t STReeh o Taeh 1@ T sk &
3T 5T T T ToheTen! aeael § 379 i 3T @ |
o & W QU s\ 3 o fequres faee w
Ft| fefieat A o T ot @ forad s wfoss
sl st afh) wiifer 8 U SO fashey 21

v
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BOOK REVIEW

Author: Shri Waman Gokhale
Pages - 150
Price :% 200/-

Reviewed by
VN Kulkarni

Ex-Deputy General Manager and Principal
Management Development Institute, Bank of India

Banking Beyond Books-Stories
of A successfiul Banker

To meet the emergent situation, the new personne\ in the banking sector
should be equipped with the required knowledge and skill 10 cater to the
different panking requirements of the ever increasing customers. Further,
the present day banking is complex and complicated unlike three decades
pack, as the banks today are financial supermarkets inan universal banking
environment. Needless 10 add that in enhancing the knowledge of bank
employees, pub\ications and reading the banking literature play a vital role.
It is in this background; new pub\icat'ron of books like the one under review
becomes relevant.

Written in lucid language, the book is handy and can pbe used as a reference
material by the fresher’s especially B-school students, banking students and
others who are interested in the banking and financial sector.

The youngsters who have just joined the banking sector have been asked to
shoulder higher responsibi\i’r‘res. At times some quick and hard decisions need
to be taken. In the good olden days, the youngsters had the advantage of
consulting their senior colleagues 10 weigh the pros and cons of & decision but
today, that luxury is not available 10 all, as many seniors have retired or on the
verge of retirement. The standard textbooks on panking do not give solutions
to the typical problems faced by the operating staff. Take an example a locker
holder has |eft open the locker in the branch late in the evening hours without
locking it and a few items are lying on the floor and is not reachable over
phone. In a situation like this the next alternative |eft for the newly recruited
staff is 10 contact Area Manager's /Regional Manager's office for guidance.
unfortunately, they too aré not reachable OF in some circumstances standard
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answers ‘handle the situation tactfully’. What is tact, how 10 handle is always
missing. A situation where one has 10 cruise through finding his own way may
be through experiments, but then, do bankers have time to do experiments? It
may turn outto be a costly affair.

This is where books narrating experiences by seasoned bankers come handy.
The book under review can definitely give an insight on ‘How tO handle
tactfully’. M. Gokhale in his book ‘Banking Beyond Books’ true 10 its title
has brought out various situations which he had faced during his 40 years of
banking career. The book has been arranged in eight chapters. Each chapter
written in & simple easy to understand language-. The critical moments faced
during the course of his career and solutions found out to meet the challenges
will be of great use to the youngsters.

What is more interesting about the book is that at the end of each chapter
Mr. Gokhale has given “Take away’ which should act as |eadership lessons.
The book should find @ place in the libraries of not only training colleges of
banks but also in all the management institutes. For the youngsters who have
joined the banking industry recently the book should serve as a good reading
containing collection of trué life stories in banking industry.

46

July - September 2017

e |0 i




Bank Quest Articles - Guidelines For Contributors

Contributing articles to the Bank Quest
(English/Hindi)

Articles submitted to the Bank Quest should be
original contributions by the author/s. Articles will
only be considered for publication if they have
not been published, or accepted for publication
elsewhere.

Articles should be sent to:
The Editor: Bank Quest
Indian Institute of Banking & Finance,

Kohinoor City, Commercial-ll, Tower-1,2" Floor,
Kirol Rd., Kurla (W), Mumbai - 400 070, INDIA.

Objectives:

The primary objective of Bank Quest is to present
the theory, practice, analysis, views and research
findings on issues / developments, which have
relevance for current and future of banking and
finance industry. The aim is to provide a platform
for Countinuing Professional Development (CPD) of
the members.

Vetting of manuscripts:

Every article submitted to the Bank Quest is first
reviewed by the Editor for general suitabillty. The
article may then be vetted by a subject matter expert.
Based on the expert's recommendation, the Editor
decides whether the article should be accepted as it
is, modified or rejected. The modifictions suggested,
if any, by the expert will be conveyed to the author
for incorporation in case the article is considered for
selection. The author should modify the article and
re-submit the same for the final decision o the
Editor. The Editor has the discretion to vary this
procedure.

Features and formats required of authors :

Authors should carefully note the following before
submitting any articles:

1) Word length:

Articles should generally be around 5000 words
in length.

2) Title:
A title of, preferably, ten words or less should be
provided.

3) Autobiographical note and photograph:

A brief autobiographical note should be
supplied including full name, designation, name
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4)

5)

6)

7)

8)

of organization, telephone and fax numbers, and
e-mail address (if any), or last position held, in
case of retired persons. Passport size photograph
should also be sent along with the submission.

Format:

The article, should be submitted in MS Word,
Times New Roman, Font Size 12 with 12 line
spacing. A soft copy of the article should be sent
by e-mail to publications@iibf.org.in

Figures, charts and diagrams:

Essential figures, charts and diagrams should
be referred to as 'Figures' and they should be
numbered consecutively using Arabic numerals.
Each figure should have brief title. Diagrams
should be kept as simple as possible. in the
text, the position of the figure should be shown
by indicating on a separate line with the words:
'Insert figure 1'.

Tables:

Use of tables, wherever essential, should be
printed or typed on a separate sheet of paper and
numbered consecutively using Arabic numerals
(e.g. Table-1) and contain a brief title. In the body
of the article, the position of the table should be
indicated on a separate line with the words 'Insert
Table 1'.

Picture | photos/ illustrations:

The reproduction of any photos, illustration
or drawings will be at the Editor's discretion.
Sources should be explicitly acknowledged by
way of footnote, all computer-generated printouts
should be clear and sharp, and should not be
folded.

Emphasis:

Words to be emphasised should be limited in
number and italicised. Capital letters should be
used only at the start of the sentences or for
proper names.

Copyright:

It is important that authors submitting articles should
declare that the work is original and does not infringe
on any existing copyright. He/ she should undertake
to indemnify the Institute against any breach of such
warranty and consequential financial and other
damages. Copyright of published article will vest with
publisher (Institute).
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application form.

Subscription for Bank Quest and IIBF VISION

Since 1%t July 2016 Institute has started to accept subscription for Bank Quest and IIBF VISION in online mode through
SBI Collect and discontinued to accept subscription through Demand Draft. Domestic subscribers are requested to
visit “Apply now* at home page of IIBF Website - www.iibf.org.in for payment of subscription in online mode and also

1. Subscription will be accepted only for one year.

Third party payment would not be accepted.

Institute will dispatch the Bank Quest and IIBF VISION to domestic subscribers through Book-Post.

Foreign subscribers may write to Publication Department at Publications@iibf.org.in for subscription

Annual Subscriptions rates for Bank Quest and IIBF VISION are as under: Subscription Rate for Bank Quest:

2!

No. of Issues 4
Annual Subscription Rate inclusive of postage (In India) ) 160/-
GST* ) Nil
Total Subscription inclusive of postage (In India) (%) 160/-
Total Subscription inclusive of postage (Foreign) (US $) 10
*GSTN-27AAATT3309D1ZS

Subscription Rate for IIBF VISION:

Period One year
No. of Issues 12
Annual Subscription Rate inclusive of postage (In India) ) 40/-
GST* ) Nil
Total Subscription inclusive of postage (In India) () 40/-
*GSTN-27AAATT3309D1ZS .

—_

Place of Publication

2.  Periodicity of Publication
3. Publisher's Name
Nationality
Address

4. Editor's Name
Nationality
Address

o

Name of Printing Press
The name and Address of the Owners

o

: Mumbai

: Quarterly

: Dr. Jibendu Narayan Misra

: Indian

: Indian Institute of Banking & Finance

: Dr. Jibendu Narayan Misra
: Indian
: Indian Institute of Banking & Finance

: Onlooker Press, 16 Sasoon Dock, Colaba Mumbai - 400 005.
: Indian Institute of Banking & Finance

I, Dr. J. N. Misra, hereby declare that the particulars given above are true to the best of my knowledge and belief.

Kohinoor City, Commercial-1l, Tower-1, Kirol Road,
Kurla (W), Mumbai-400 070.

Kohinoor City, Commercial-1l, Tower-1, Kirol Road,
Kurla (W), Mumbai-400 070.

Kohinoor City, Commercial-1l, Tower-1, Kirol Road,
Kurla (W), Mumbai-400 070.

31.03.2017
Dr. J. N. Misra
Signature of Publisher
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Bank Quest (Quarterly Journal of IIBF)

Advertisement Rates
Frequency: 4 issues in a year
(January-March, April-June, July-September and October-December)

Inside Front Cover Page (Colour) * X 17,500/- (Single issue) Available from 01.01. 2018
Size : 17.15cm x 24.13 cm * ¥ 70,000/- (Four issues)

Outside Back Cover Page (Colour) * % 17,500/- (Single issue) Available from 01.01. 2018
Size : 17.15cm x 24.13 cm * ¥ 70,000/- (Four issues)

Inside Back Cover Page (Colour) * X 17,500/- (Single issue) Available as on 01.10.2017
Size : 17.15cm x 24.13 cm * 3 70,000/- ( Four issues )

Full page (Black & White) * ¥ 8,000/- (Single issue) Available as on 01.10.2017
Size : 17.15cm x 24.13 cm * T 32,000/- (Four issues)

Half page (Black & White) * T 4,750/- (Single issue) Available as on 01.10.2017
Horizontal Size : 17.15cm x 9.45cm |« ¥ 19,000/- (Four issues)

Vertical Size:7.6 cm x24.13cm

*plus GST**@5% on advertisement rates.
**GSTN-27AAATT3309D1ZS

We request to Banks and Financial institutions to kindly publish the advertisement in the Bank Quest and
send us the soft copy of artwork of the advertisement in PDF file through mail at rsingh@iibf.org.in

The advertisement fees may be remitted through NEFT to the credit of Institute’s account with Bank of
Baroda, details of which are given below:

Name of the Beneficiary: Indian Institute of Banking & Finance

Beneficiary Account no: 19750200000806

Bank name: Bank of Baroda, Premier Road, Kurla (West) Branch, Mumbai-400070

IFSC Code: BARBOKURLAX (Refer '0' as zero)

PAN NO: AAATT3309D

Service tax no: AAATT3309DSD002

The publication of the advertisement in Bank Quest is on the sole discretion of the Institute.

The advertisement should reach in the beginning of every quarter i.e. till 15" January, 15" April, 15" July and
15" October for publishing in that particular quarter.

For query relating to advertisement,
you may write to
Mr. A. Francis Xavier,

Joint Director (P&A)
at francis @iibf.org.in or contact him at 022-25047009.




Registered with the Registrar of Newspapers for India under No. R. N. 6073 / 1957
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A Government of India Undertaking

Together We Can

Go Digital
Go Cashless

Say goodbye to the
hassles of cash transactions.
Use Canara Bank’s
digital banking solutions.

Alternate Banking Channels
for Cashless Transactions

-

—

L)

BHARATQR
& — / \
W Z /?&

o

(

BG4
AADWN

MOBILE INTERNET BANKING

Canara Canara

Dehit / Credit .
Prepaid Cards ' °S Terminals

No risk of
fake currency

* s 5 # ’ EiHira® canara g;lllll‘anra

power Empower

Your ban k’ with You Operate all your bank accounts in one app

Download Apps } Playstore ﬂ Appstore ﬂ Windows

Step 1: Register your Mobile No. with your bank.
IMPORTANT STEPS Step 2: Download any App of your requirement / convenience.

Step 3: Each App requires registration.
FOR MOBILE APPS Step 4: Each App may have a password / PIN / MMID. Never share the same with others.

Step 5: Most of the digital payments will send you a SMS after every transaction. Please verify.

*Terms & Conditions apply

Toll Free No. 1800 425 0018 Save Trees. Save Water. Save Environment. www.canarabank.com




